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United We Stand 


OMETIMES I wiISH every pro- 
S ducer and company executive 
in our business might spend at 
least one year as president of the 
Association of Casualty and Surety 
Companies, because then I would 
be quite sure that the constantly 
increasing accomplishments of this 
outstanding capital stock organiza- 
tion would be understood and ap- 
preciated as completely as they de- 
serve. 


The author—Mr. Matthai, executive vice 
president of the U. S. Fidelity & Guaranty 
Co., is president of the Association of Cas- 
ualty and Surety Companies. After graduat- 
ing from Cornell in 1912, he joined U.S.F. 
& G. as inspector of workmen’s compensa- 
tion, employers’ liability and public liability 
cisks, later became superintendent of inspec- 
tion and merit rating. In 1920 he became 
superintendent of the automobile department, 
in 1925 was named vice president, and in 
1935 was given general supervision of all cas- 
ualty underwriting departments. He is a mem- 
ber of the board and executive committee. 


By JOSEPH F. MATTHAI 

Lest my meaning be misunder- 
stood, let me hasten to say that I 
am not interested in either the 
amount or lack of applause the 
Association of Casualty and Surety 
Companies may receive. It was not 
organized to be the glamour girl 
of our business. It was founded to 
perform very important services 
which directly benefit every seg- 
ment of the casualty and surety 
business and the public it serves. 
I am satisfied that it is efficiently 
fulfilling this mission, but I am 
equally satisfied that too many peo- 
ple are unaware of the extent to 
which the results affect their op- 
portunities. 
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Over the two decades the As- 
sociation of Casualty and Surety 
Companies has been functioning, 
considerable has been written and 
said about what it is and what it 
does. Most of us know, for instance, 
that it operates in the fields of acci- 
dent prevention, claims, legislation, 
public relations, research and sev- 
eral others. We know also that its 
responsibilities are carried out by 
an Accident Prevention Depart- 
ment, Claims Bureau, Law De- 
partment, Public Relations Depart- 
ment, Casualty Department, Surety 
Department, Research Department 
and, of course, an Administrative 
Department which supervises and 
controls the work of all. 


Tus SPELLS BENEFITS 


Seldom have we heard, however, 
about the accomplishments of these 
departments except in most gen- 
eral terms; some of them we 
haven’t even heard about at all. So 
at the beginning of this new year, 
when we face a future that prom- 
ises both perplexities and oppor- 
tunities, I want to discuss with you 
some of these things that we know 
either too little about or nothing 
about at all. My purpose is not to 
convince you that the Association 
is a great public service organiza- 
tion—though I think it is—but 
rather to indicate how it has played 
a big part in the betterment of our 
business in the past and is destined 
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to have a bigger part in its future 
betterment. All of this spells bene- 
fits to you, whether you are pro- 
ducer, insurance buyer or company 
executive. 

Consider, for instance, the case 
of compulsory automobile insur- 
ance. If you think the other 47 
states failed to enact such a law 
because they were wiser than Mas- 
sachusetts, you had better learn 
the facts of our times. Massachu- 
setts enacted a compulsory auto- 
mobile insurance law in 1927, the 
year before the Association of Cas- 
ualty and Surety Companies began 
to function. Since that year no 
state has enacted such a law, de- 
spite the fact that continuous ef- 
forts have been made to have many 
of them do so. This was because 
the Association offered the legis- 
latures a more satisfactory alterna- 
tive, first in the form of the early 
financial responsibility laws and, 
during the past 10 years, in the 
form of the very effective security 
type safety responsibility laws. 

The security type law is now in 
effect in 25 states and the Terri- 
tory of Hawaii. It accomplishes the 
beneficial purposes of a compul- 
sory law, eliminates its many harm- 
ful results, and affords the public 
much greater protection. If the As- 
sociation had not demonstrated the 
superiority of the security type law, 
it is probable that many of the 25 
states that adopted it would have 
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a compulsory law in its place. I 
have little doubt that we will be 
confronted with new proposals for 
compulsory laws in the future, but 
I believe we can succeed in direct- 
ing legislative preference to the 
security type of law. 

Prior to the foundation of the 
Association, seven states enacted 
monopolistic state fund laws for 
workmen’s compensation insurance, 
but since then no state has enacted 
such a law. This, too, has been due 
largely to the efforts of the Associa- 
tion, with the support of the pro- 
ducers. Indeed, only two states have 
enacted competitive state funds for 
workmen’s compensation insurance 
since the Association was estab- 
lished, and in 1949 one state—New 
York—agreed to impose a premium 
tax on its state fund, thus removing 
one of the competitive advantages 
it previously enjoyed. 

I could mention many 
accomplishments in these fields of 
legislation, but I shall refer to only 
one more. In 1942 we suffered a 
defeat when Rhode Island enacted 
a cash sickness disability law with 
a monopolistic state fund. Since 
then, however, herculean efforts 
have been made to enact similar 
laws in other states and all have 
been defeated. California, New 
Jersey and New York enacted cash 
sickness disability laws with com- 
petitive state funds, but none were 
monopolistic. The New York law 


similar 
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creates by far the soundest situation 
from the standpoint of free enter- 
prise. In this field, however, the 
battle is not over. I don’t need a 
crystal ball to predict that it may 
be quite hot in 1951. A model all- 
private-insurance bill has been 


drafted for use in states where such 
legislation is under discussion. 


Joseph F. Matthai 


Now right here, before wrong 
impressions are formed, let me 
make a comment. If any who read 
these facts regard them as an indi- 
cation that the Association of Casu- 
alty and Surety Companies main- 
tains an “insurance lobby,” the as- 
sumption is incorrect. All of the 
achievements I have mentioned 
were accomplished without large 
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expenditures of money; in fact, the 
expenditures were very small by 
any yardstick and _ represented 
counsel fees almost entirely. We 
succeeded because we had the co- 
operation of the producers, and be- 
cause we adhered to the constitu- 
tional method of legally defending 
our rights and sometimes were able 
to offer superior substitutes. As a 
result, everyone gained—the public, 
the producers and the insurance 
companies. 

While it is ever true that an or- 
ganization which serves the best 
interests of one also serves the best 
interests of all, I note that the ex- 
amples I have mentioned thus far 
pertain to the casualty side of our 
insurance house. The Association 
of Casualty and Surety Companies 
has performed equally important 
and similar services, of course, 
which primarily affect the surety 
side of the house. A great many 
could be considered, but I will take 
time to mention only two or three, 


very briefly. 


THE SuRETY SIDE 


As all fidelity and surety men 
know, officials and employees of 
the Federal government have long 
objected to the fact that they must 
personally bear the cost of faithful 
performance bonds which they are 
required by law to furnish, They 
have been trying for 40 years to 
have this expense borne by the 
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government, through an official 
bonding fund. In 1950, backed up 
by a recommendation of the Hoover 
Commission, they almost  suc- 
ceeded. This time, however, 
through the combined efforts of 
the Association of Casualty and 
Surety Companies and the Surety 
Association of America, the trans- 
fer would have been handled 
soundly, 

Our companies are not concerned 
whether the faithful performance 
bond premiums of government offi- 
cials and employees are paid by the 
individuals or by the government, 
but we are mightily concerned that 
the bonds shall continue to be 
written economically and efficiently 
by private enterprise companies, 
as they have been for many dec- 
ades. The Hoover Commission 
made much of the expense of these 
bonds, but completely failed to ex- 
plain that the expense factor is pri- 
marily due to the fact that the law 
says the bonds shall be individual, 
thereby necessitating individual 
processing for each one. 

After considerable investigation 
and study, the Association of Casu- 
alty and Surety Companies and the 
Surety Association of America de- 
veloped a comprehensive plan to 
greatly simplify the whole system 
of bonding Federal officials and 
employees through the use of mod- 
ern forms of group coverage. We 
were able to show that if this plan 
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were adopted it would be possible 
to reduce the number of such 
bonds now in use from approxi- 
mately 1,114,000 to about 20,600. 
The House of Representatives 
adopted a bill embracing the plan. 
A Senate subcommittee failed to 
report out the House bill, however, 
on the ground that the government 
should not assume the obligation 
of paying for these bonds while it 


was faced by the need of heavy 


expenditures in the Korean war. 
We shall, therefore, encounter this 
problem again, but now we have 
a pattern for its solution which sub- 
stantially meets the wishes of every- 
one concerned. 

In New York we won another 
important surety battle when leg- 
islation, which would have given 
the state the power to obtain for 
contractors payment and perform- 
ance bonds for state contracts, was 
defeated. This was a real threat to 
the competitive nature of our busi- 
ness. Similarly, over the years we 
have been able to demonstrate to 
the legislatures the unsoundness of 
adopting such legislation as the 
elimination of performance bonds 
on state work, establishment of 
state and county bonding funds, 
and eliminating the necessity for 
bonds under the Alcoholic Bever- 
age Control Law. The adoption of 
such legislation, in itself, would 
have been a severe blow to the 
fidelity and surety business, but 
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even worse is the very strong prob- 
ability that the principle would 
have been extended rapidly, per- 
haps to the extent of destroying 
that business as a private enterprise. 


PuBLic RELATIONS 


Now let me turn to the field of 
public relations, and here again I 
shall mention only two accomplish- 
ments, although many could be 
cited. I am sure we all recognize 
that literally everything the Asso- 
ciation of Casualty and Surety 
Companies does is public relations 
under a broad interpretation of 
that term. In this discussion, how- 
ever, I shall refer to the practical 
phase of public relations, the side 
that is more commonly understood 
as the use of publicity, advertising, 
etc., to educate the public about 
our business. The Association of 
Casualty and Surety Companies 
had a potent opportunity to test its 
skill in that field only a few months 
ago. 

A legislator in Massachusetts 
succeeded in getting on the elec- 
tion ballot a proposal requiring a 
state-wide flat rate for compulsory 
automobile insurance. The insur- 
ance business of Massachusetts 
united solidly to fight that unsound, 
disruptive proposal. The compa- 
nies in Massachusetts had outstand- 
ing talent to handle the fight in the 
election districts, but they turned 
to the Association for the public 
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On election day, the ballots gave the answer 


relations know-how. Practically all 
companies writing automobile busi- 
ness in Massachusetts, both stock 
and mutual, made very substantial 
financial contributions to support 
the campaign. 

A thorough public opinion poll 
showed as late as August, only two 
months before election day, that 
the flat rate petition was a sure 
winner by a very impressive mar- 


gin. The people simply did not 
know what they were voting for; 
a very large number did not realize 
that by voting for the flat rate they 
were voting themselves a big in- 
crease in automobile insurance pre- 
miums. Even in late September our 
forces knew that the picture had 
changed very little. 

Then, as October dawned, our 
public relations artillery opened 
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up. The state was flooded with 
publicity, advertising, letters, leaf- 
lets, radio announcements — every 
known medium of public contact 
except television was in constant 
use. There were anxious hours, as 
we waited to see if the public had 
absorbed our educational material. 
On election day, the ballots gave 
the answer—more than 77 percent 
of the voters sent the flat rate pe- 
tition down to smashing defeat. It 
was a complete reversal from the 
sorry news of August and Septem- 
ber. Perhaps I can be pardoned, 
therefore, if I became a bit irri- 
tated when an insurance man re- 
marked, a few days after the elec- 
tion: 

“Well, that was quite a vote up 
there in Massachusetts. With so 
many people in favor of the cus- 
tomary methods of rating, I guess 
we couldn’t have lost.” 

“Oh no,” I replied. “Wait until 
you read the report of Tom White, 
chairman of the Massachusetts 
Policy Committee. Then you will 
discover what a close shave we 
had. In fact, the vote was heavily 
against us until the truth of our 
educational program opened the 
people’s eyes. Without it, we would 
have a flat rate in Massachusetts 
today — and probably in a dozen 
other states a year or so from now.” 

Just one more thing about pub- 
lic relations—did it ever occur to 
you that compared to other lines 
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of business and industry, the casu- 
alty and surety business receives 
very little criticism in the news- 
papers and magazines? In fact, did 
it ever occur to you that most of 
the criticisms we read—and get 
awfully mad about—do not apply 
to casualty and surety insurance? 
Yet, truths. Unfortu- 
nately, very few people in our in- 
dustry know that for 10 or 12 
years the Association of Casualty 


these are 


and Surety Companies has been 
building strong ties with the na- 


tion’s editors and publishers. 

I do not mean that an editor’s 
good opinion can be won through 
friendship. Neither do I mean that 
we will not be soundly criticised 
when the editors think we commit 
errors. What I mean is that the As- 
sociation, through newspaper safe- 
tv campaigns, hard-hitting news re- 
leases and very wide personal con- 
tacts, has been giving the editors 
and publishers quite a solid edu- 
cation about the public spirit and 
integrity of the casualty and surety 
business. Personally, I think it is 
paying off. Yet, it is another of 
those activities that are too little 
known because they are difficult to 
publicize. 


RESEARCH 


Research offers some interesting 
examples, too. How many JouRNAL 
readers know, for instance, that 
through the Association of Casualty 
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and Surety Companies a forum has 
been provided for the stock com- 
panies to prepare cost studies on 
the graduation of expense by size 
of risk, as requested by the Na- 
tional Association of Insurance 
Commissioners? I mention this fact 
in a single sentence because it is 
much too technical to explain in 
detail, short of a dozen pages. It 
is only one aspect of our continu- 
ing investigation into the cost of 
insurance operations. Here is an 
outstanding instance of how the 
member companies are woking 


together through the Association 
in search of a sound and fair pjan 
looking toward proper economies. 

Another important study con- 
cerning the cost of doing business 


is that of uniform accounting. Some 
time before “Regulation 30” re- 
quired uniform accounting, the As- 
sociation of Casualty and Surety 
Companies had been examining the 
subject to ascertain whether im- 
portant economies were possible 
through such a system. Quite 
naturally, of course, this activity 
has become increasingly important 
since the enactment of “Regulation 
30.” I am sure many people in our 
business must have thought, as I 
have many times since uniform 
accounting became a required func- 
tion: “How could our business have 
handled this one without a central 
forum for discussion and research, 
like the Association?” 


January 


As I review my notes in prepar- 
ing this manuscript, I see many 
other things in the field of research 
alone that I would like to mention, 
but already the space allotted to 
me has been consumed and I have 
only mentioned by name two other 
important fields of activity—acci- 
dent prevention and claims work. 
Among all of the activities of the 
Association of Casualty and Surety 
Companies, however, these two 
have been the most widely publi- 
cized. Perhaps, therefore, I may 
dismiss them in a brief paragraph 
without seeming to belittle them. 


INDEMNIFY AND PREVENT 


As a matter of fact, I very much 
doubt that any one could belittle 
accident prevention and claims 
work in our industry these days. 
The word “prevention” has just 
about become synonymous with in- 
demnification. To indemnify in- 
sureds for claims that are covered 
in the policy contract is our legal 
responsibility. To properly prevent 
the incidents that lead to claims, 
has become an economic and moral 
responsibility, to the end that we 
may provide insurance protection 
at the lowest rates consistent with 
sound underwriting practices, 

The Association of Casualty and 
Surety Companies has long con- 
tributed much to these vital ob- 
jectives. In the field of accident pre- 
vention it is not only working to 
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reduce existing hazards; it is look- 
ing into the future, seeking to pre- 
vent hazards that appear likely in 
the new world of tomorrow. It is 
much the same with the Associa- 
tion’s work in the field of claims. 
It is holding down criminal raids 
on the insurance dollar, made not 
only by accident fakers but also 
through excessive charges for repair 
bills, medical bills and hospital bills, 
and even through unnecessary liti- 
gation between companies. 
Certainly I have barely touched 
the surface in this discussion of 
some of the less known accomplish- 
ments of the Association of Casual- 
ty and Surety Companies; as a mat- 
ter of truth, I haven’t even marked 
it. How much is it all worth to our 
business—producers and companies 
alike—and to insurance buyers? 
You can answer that best if you 
estimate where we would stand if 
a considerable portion of our busi- 


te 
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ness was now being written by 
monopolistic state funds, if the 
crack-pot legislation that has been 
proposed for several decades had 
become law, if we had flat rate 
laws, if we had no coordinated ac- 
cident prevention program and no 
coordinated claims work. The ag- 
gregate answer would be stagger- 
ing, perhaps destructive. 

So I say that the Association of 
Casualty and Surety Companies 
has performed near miracles in 
the 20-odd years it has been op- 
erating. I believe those who have 
not kept abreast of and _partici- 
pated in its work—producer and 
executive alike—have missed some- 
thing valuable. The future? My 
crystal ball tells me, at the be- 
ginning of this new year, that the 
work of the Association of Casualty 
and Surety Companies has scarcely 
begun and its horizon of opportu- 
nities is unlimited. 


A motorist stopped at a small town garage. “Whenever I hit 
seventy,” he told the mechanic, “there’s a knocking in the 
engine.” After a lengthy examination the mechanic wiped the 
grease from his hands and drawled: “I don’t see nothing wrong, 
mister. It must be the good Lord’s a-warning you.” 


—Insurance Digest 





In this article the author makes 
some predictions about the 
fidelity and surety business in 
1951 of considerable interest 
and significance to agents 
and company men alike 


Fidelity and Surety Forecast 


HE way of the forecaster is 
hard. Forecasting is, at best, a 
somewhat thankless task. 
Witness 
tions of the weatherman. He may 


the trials and _ tribula- 
forecast accurately 99 times out of 
100. Not 
comment 


one word of favorable 


may be advanced cover- 
ing the 99 accurate forecasts, but 
he will be roundly and caustically 
criticized for the one forecast which 
may appear to be erroneous. 
Forecasting the future trends of 
any these uncertain 
days, for even a one-year period, 
quite a problem. The 
problem is emphasized when the 


business in 


presents 


The author—Mr. Clark is vice president of 
the National Surety Corp., and recently re- 
tired from active duty as chief underwriter 
of that company. Mr. Clark entered the surety 
business in 1908 when he joined the Title 
Guaranty and Surety Co. of Scranton, Pa. 
After extensive field service with this and 
other companies, he joined the Globe In- 
demnity Co. in 1917. In 1922, he joined 
National Surety as assistant chairman of the 
underwriting board. He was made chairman 
in 1923 and in the same year he became 
vice president of the company. 


By ARTHUR M. CLARK 
forecaster deals with the fidelity 
and surety business 
which reacts speedily to economic 


business, a 


changes. 

Nevertheless, realizing fuli well 
that a prophet is not without honor, 
save in his own country and in his 
own house, I assume the role of 
forecaster and predict that during 
the year 1951 the underwriters and 
producers of fidelity and surety 
bonds will be confronted with: 
(a) Keener competition than ever 

before in history, because the 
number of companies compet- 
ing for the business is at a 
new high, and the number of 
competitors will be increased 
further before the end of the 
year 1951. 

Surety premium volume at 
lower levels, as a result of 
threat of war and defense pro- 
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gram activities involving gov- 
ernment controls, priorities, 


scarcity of materials and other 
factors which will operate to 
slow down private business 
generally, and building and 
engineering construction work 


particularly. 

Premium volume fidelity clas- 
sifications substantially higher 
than for the years 1949 and 
1950, largely by reason of the 
renewal of three-year term 
blanket bond but 
also a nominal increase in the 
volume of new business. 
Continuance of the upward 
trend of fidelity and surety 
loss ratios, which has been 
under way for the past year or 
so, as a result of rate reduc- 
tions, broadened coverage and 
uncertain economic conditions. 


business, 


Increasing evidence of the im- 
pact of Public Law 15 and re- 
sultant rate regulatory laws of 
the various states, unless self- 
regulation is evidenced to a 
much greater extent. 
Competition is an integral part 
of the American way of life, the 
keystone of the free private enter- 
prise system. The authors of the 
anti-trust laws were motivated by 
the desire to outlaw destructive 
competition and preserve the free 
private enterprise competitive sys- 
tem. 
Unfortunately, there is such a 


thing as destructive competition, 
but there is also, fortunately, such 
a thing as constructive competition. 
During the early years of the devel- 
opment of the fidelity and surety 
business, competition ran rife. Fif- 
ty-six companies writing fidelity 
and surety bonds retired or were 
retired from the field during the 


Arthur M. Clark 


20-year period from 1910 to 1930, 
according to Best’s reports. Quite 
convincing evidence that during 
this period competition was of a 
destructive nature. Certainly con- 
vincing evidence to the effect that 
obligations of corporate suretyship 
cannot be underwritten loosely, nor 
at less than sufficient rate to pay 
all costs and losses. 
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In the year 1908, the year the 
Surety Association of America was 
formed, only 17 stock companies 
were engaged in the fidelity and 
surety business, and total premium 
volume was only $10,429,938. The 
number of competing companies 
was increased to 41 by the year 
1921, and premium volume in- 
creased to $51,064,016. 

There are now 62 members of 
the Surety Association of America 
—a new high in membership. There 
are now 108 companies qualified as 
acceptable corporate sureties, di- 
rect writers, on the U. S. Treasury 
Department approved list, and 


eight companies approved as ac- 
ceptable reinsurers. Fidelity and 
surety premium volume totalled 


$140,432,472 for the year 1949, 
and should run _ approximately 
$150,000,000 for 1951. 


Wuat Asout COMPETITION? 


The underwriters and producers 
of corporate fidelity and surety 
bond business now appear to be in 
a competitive zone paralleling that 
of the earlier years. Will competi- 
tion be directed towards a redis- 
tribution of the business heretofore 
developed at lower and possibly 
ruinous rate levels, or will the com- 
petitive effort be constructively di- 
rected towards the further develop- 
ment of existing markets and the 
opening up of new markets? 

I have the temerity to forecast 
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that we will witness a strong move- 
ment in the direction of construc- 
tive competition, either as a result 
of self-control, self-regulation, or as 
the result of the enforcement of 
rate regulatory laws applicable to 
adequacy of rates and forms of cov- 
erage. As a matter of public inter- 
est, the maintenance of adequate 
rates and sound underwriting prac- 
tices on which the solvency of cor- 
porate suretyship depends is not of 
any lesser importance than the 
maintenance of rate levels which 
are not excessive. 


AMPLE Room 


We have not by any means 
reached the saturation point in the 
sale of fidelity and surety bond cov- 
erage. There is ample room for 
further development of existing 
business; also enormous _ possibili- 
ties for opening up and developing 
new markets. 

For example, consider private 
building and engineering construc- 
tion contracts, only 10 percent to 
20 percent of which are now 
bonded by corporate sureties, and 
this is a high estimate. We have 
here a field from which there can 
be produced additional surety 
premium income, some $30,000,000 
to $40,000,000 annually. 

Engineering News-Record re- 
ports indicate that private ¢on- 
struction contracts totalled $5,802,- 
892,000 during the first 10 months 
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Guaranteed construction at low cost should be available 


of 1950. Although private construc- 
tion operations have been slowed 
down to quite an extent as a re- 
sult of government controls and 
priorities, the volume will never- 
theless run into the billions in the 
year 1951 and following years. 
There is no gainsaying the fact 
that the bonded competitive sys- 
tem as applied to public works con- 
tracts has made possible bona fide 


competitive practices, with result- 
ant lower construction costs and 
other economies running far in ex- 
cess of the premium charge for cor- 
porate surety bonds of this type. 
Protection against loss arising as 
a result of contractor defaults is 
not by any means the sole function 
nor the most important function of 
the corporate surety contract bond 
as applied to public works con- 
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tracts. There can be no such thing 
as bona fide competitive procedure 
if there be no corporate surety 
bond requirement. In the absence 
of real competition, construction 
costs soar, and the end result is that 
the product does not measure up 
to the high standards obtainable 
under the competitive system. 

Guaranteed construction at low 
cost, made available through the 
bonded competitive system in the 
public works construction field, can 
and should be made available to 
the private construction field. In 
the final anaylsis, there is no real 
difference between public works 
contracts and the vast majority of 
private construction contracts. Pub- 
lic interest attaches in both cases, 
and particularly as respects con- 
tracts awarded by corporate or- 
ganizations whose stockholders are 
numbered in the hundreds or 
thousands. Then too, think of the 
churches, hospitals and other elee- 
mosynary institutions, all types of 
construction financed by means of 
public subscription, where the pub- 
lic interest is vital. 


A Sounp PROCEDURE 


The directors and executives of 
large corporate industrial organi- 
zations, trustees, and members of 
building committees for churches, 
hospitals and other types of work 
where the public interest attaches 
should never expose themselves to 
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charges of favoritism or discrim- 
ination incident to the award of 
important contracts. As advocates 
of free private enterprise, they 
should insist upon sound competi- 
tive bidding procedure which 
must of necessity include use of 
adequate corporate surety bonds. 

One of the biggest jobs for sales- 
men of corporate suretyship in the 
years that lie ahead is to sell the 
bonded competitive system in the 
private construction field and thus 
constructively extend the opera- 
tions of corporate suretyship in the 
public interest. 


Tue LEGAL PROFESSION 


There is another area in which 
constructive competition may be 
brought to bear, and that is the 
legal profession. Consider the thou- 
sands of lawyers in private practice 
throughout the country. They are 
the drafters of contracts, wills, 
trust agreements, contractual docu- 
ments of all types. They are in a 
position where they can and should 
advise their clients that suitable 
provisions for corporate surety 
bond protection are essential parts 
of all agreements involving two or 
more parties, including, but not 
limited to, building and engineer- 
ing construction contracts. 

The fact that lawyers have not 
been sold corporate suretyships, 
other than to a limited extent, is 
clearly evidenced by reports to the 
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effect that annually thousands of 
wills are probated which make no 
provision for the bonding of fiduci- 
aries, and the further fact that an- 
nually thousands of fiduciary bonds 
are signed by personal sureties, the 
clients of lawyers, who should have 
been warned against the assump- 
tion of a personal obligation of this 
nature, 

The job of the salesman of cor- 
porate suretyship is really in its 
introductory stages, although more 
than 50 years have elapsed since 
corporate suretyship was_ intro- 
duced in this country. Even after 
we reach the point where every 
honesty obligation is covered under 
a blanket honesty bond and every 
contractural obligation adequately 
bonded, the sale of old types and 
new types of corporate surety ob 
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ligations should move ahead apace 
with the population increase. 
The salesmen of corporate sur- 
etyship should never lose sight of 
the fact that they are performing 
an important public service and 
that, properly and completely ap- 
plied, corporate suretyship will 
play a vitally important part in 
perpetuating the American way of 
life which is founded upon free 
private competitive enterprise. 
My concluding forecast is that 
before another 20-year period 
passes, the annual volume of fidel- 
ity and surety bond business will 
exceed the half billion dollar mark, 
if underwriters and producers will 
make it their business to apply 
sound underwriting principles and 
competitive 


sound, constructive 


methods. 


ee 


Bound Volumes for 1950 


to have them bound, mail them direct to THe CASUALTY AND SURETY 


I’ YOU HAVE saved all your copies of THe Journat for 1950 and wish 


JournaL, 60 John Street, New York 7, N. Y., together with check. 
Volume XI (six issues ) with “The Casualty and Surety Journal, Volume 

XI” stamped in gold, $2.50 postpaid. Green binding only. If you wish 

your name stamped in gold in the lower right-hand corner of the cover, 


add 50 cents. 


No orders can be accepted after February 9, 1951. It is expected that 


delivery will be made within eight weeks after that date. 





The imperative need today is 
for more and better under- 
standing between the various 
segments of the insurance in- 
dustry, and between the indus- 
try and the public 


Bridges of Understanding 


RE YOU a speleologist? Whether 
A or not you are, won't you join 
me in exploring deep down inside 
the cavern of our thoughts and ac- 
tions for the few moments it will 
take you to read this article? Frank- 
ly, we are going to delve even 
deeper than our own insurance in- 
dustry, and explore first the foun- 
dations under our structure before 
we discuss the building of bridges 
of understanding. 

Why? Because the 
down. Everything we believe in and 
live for as a nation, an industry, as 
a profession and as individuals is 
hanging delicately in the balance. 

Our lives and well being are 
deeply complicated by two sepa- 
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By MELVIN J. MILLER 





rate forces preying upon us. From 
without it communism, while 
from within it is socialism. These 
forces are being cleverly and ener- 
getically exploited with misinfor- 
mation, false promises and hostility, 
stemming either from ignorance or 
a lack of any real concern for the 
people’s welfare except as a politi- 
cal appeal. 

This nation of ours has been, 
whether we like it or not, saddled 
with an unparalleled responsibility 
to lead the so-called free world 
against the many forces of evil and 
oppression. Of course, when we 
think of these evil forces, we think 
at once of communism. But I'll 
throw socialism into the ring, too. 
It has been said that communism is 
socialism without a sense of humor. 

Faced with this leadership re- 


is 
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sponsibility, let us boldly grasp our 
monumental task as if it were oppor- 
tunity knocking at our door. 


I am not one who thinks oppor- 
tunity knocks but once. It has been 
knocking on our individual and col- 
lective doors for a long time now. 
The question is how long it will 
continue to do so. 

Down through the ages, the 
capacity to anticipate and to dis- 
count bad ideas, and the capacity 
to sense in advance and to appro- 
priate good ideas, without waiting 
for events to indicate their badness 
or their goodness, has been con- 
sidered -the supreme achievement 
of man as a thinking animal. 

One hundred and sixteen years 
ago a French writer and thinker 
named de Tocqueville wrote a book 
entitled “Democracy in America.’ 
The following is a quote from that 
book: 

Today there are two great peoples 
who, starting from different points, 
seem to approach the same destiny. 
They are the Russians and the Ameri- 
cans. Both of them have grown in 
obscurity and, while men were looking 
the other way, they have suddenly 
reached the first rank of nations. All 
other peoples seem to have nearly 
reached the limits of their potentiali- 
ties, but these two peoples are growing. 
They alone follow a course whose limit 
the eye cannot yet detect. 

The Americans battled the obstacles 
of nature; the Russians those of man. 
The former combats the wilderness 
and savagery; the latter, civilization 
with all its weapons. American con- 


quests are won with the laborer’s plow- 
share; Russian triumphs, with the sol- 
dier’s sword. To attain his ends, the 
American relies upon personal interest 
and allows free scope to the unguided 
energy and commonsense of the indi- 
vidual; the Russian somehow concen- 
trates the power of society in one man. 
The method of the former is freedom; 
the latter, servitude. Their starting 
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point is different; their ways diverse, 
and yet each of them seems to be 
called upon by the secret design of 
Providence to control some day the 
destinies of half of the world. 

That was written in 1834. So this 
thing we are dealing with today is 
not new and it won’t be new over a 
long period of time. 

At this time in our professional 
and economic development, we find 
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the world everywhere in an uneasy 
state of turmoil, with tremendous 
changes taking place in our eco- 
nomic, political and social existence. 
The flow of events in every part of 
our lives seems to be forcing men 
and nations relentlessly to choose 
between different and competing 
forms of national and economic life. 
Fanaticism and radicalism are the 
orders of the day. The recent at- 
tempt to assassinate our President 
is only one example. 


NEED FOR Deep THINKING 


Some of you may be wondering 
what all this has to do with local 
agents and with the insurance in- 
dustry. The connection should be 
plain. There is a need for some deep 
thinking by all of us on the way in 
which our economic life is develop- 
ing—I almost said stampeding—be- 
cause the future of the institution 
of private insurance is inextricably 
tied up with coming events which 
are casting their shadows before 
them for all who think to see. 

For perhaps years to come we 
will be plagued among other things 
by manpower shortages, inflationary 
pressures and high taxes. Our man- 
power shortages of course stem 
from wars and threats of wars. The 
draft, universal military training set 
for enactment next year, the calling 
up of reserves, the Federal govern- 
ment’s recruitment of a million new 
employees, and defense plant em- 
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ployment—all will contribute to in- 
conveniences in our office routine. 

Inflationary pressure with up- 
ward spiralling prices and wages 
will continue to distort insurance 
values and shrink our already small 
margin of profit, while ever higher 
individual and corporation taxes 
will compound our financial diffi- 
culties. 

Add to these, increasing and keen 
competition, not only among our- 
selves but from the so-called fly-by- 
nighters, the part-timers, the direct- 
sellers and various degrees and 
kinds of socialistic government in- 
surance. It will in the years ahead 
be the survival of the fittest and 
best qualified. Cruel it is, but under 
our competitive system which keeps 


our economy healthy, it will ever 
be so. 


That is a summing up of some 
of the obstacles in the road ahead 
of us. Make no mistake, each local 
agent and each company official in 
America, if he is worth his salt at 
all, is going to have to meet these 
problems head on. 

Certainly we are big enough, and 
courageous enough to roll up our 
sleeves, spit on our hands, and take 
care of ourselves. But remember, it 
must be by working together. 

For entirely too long we as an 
industry, I believe, have taken our 
rights and privileges entirely too 
much for granted. Too often in our 
competitve drive to succeed we 
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have not paused long enough to 
build bridges of understanding be- 
tween ourselves, and between our 
industry and profession and the 
outside world—which includes the 
government. 

Our problem as an industry has 
been perfectly defined by one of 
our leaders who said, “It is no longer 
a matter of a contest to be won, but 
rather of an edifice to be created.” 

My observations lead me to be- 
lieve that we still have a long way 
to go in learning the art of living 
together, in all phases of our lives 
as citizens and businessmen. I am 
thinking now, too, of agents, com- 
panies and our various regulating 
governmental bodies, both state 


and Federal. 


WE Have Hippen Our Licut 


Ours is a highly technical indus- 
try and profession which very few 
outsiders, particularly government, 
understand. This lack of under- 
standing and appreciation for what 
the institution of private insurance 
and the American Agency System 
have done for America is mostly 
our own fault. We have not paused 
often enough in our rush to succeed 
to build permanent, secure bridges 
of understanding as we went along. 
We have hidden our light under a 
bushel too long. We must now fur- 
nish, from all sections of our indus- 
try, more of the dynamic, positive 
leadership and understanding which 
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America expects from any group 
claiming the importance which we 
know is ours. 


THE CONFERENCE TABLE 


As I see things for us as an indus- 
try, all segments must learn the 
advantages of settling our differ- 
ences and problems around the 
conference table. The public inter- 
est must and will be served in this 
way. Experience and history show 
us that the conference table tech- 
nique is best for all parties con- 
cerned, the best possible bridge of 
understanding within our industry. 

I think the conferences between 
the NAIA’s Casualty Committee 
and the National Bureau of Cas- 
ualty Underwriters, as well as the 
NAIA’s casualty group planning 
meetings with the National Asso- 
ciation of Automobile Underwriters 
are definitely fine steps in the right 
direction. It is in level-headed, long- 
range planning and understanding 
of our common problems that the 
public interest will be served. 

For this time-proven technique to 
work, however, we must sit at the 
conference table as equals, without 
prejudice, hostility or condescen- 
sion. We must learn the art of intel- 
ligent compromise, not as an indi- 
cation of weakness, but rather as an 
indication of vitality, strength and 
good faith. 

To protect our insuring public, 
we must have strong anticoercion 
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and agency qualification laws in all 
of the states so that we may be cer- 
tain only qualified people can enter 
our profession of service. The indis- 
criminate appointment of agents, 
whether or not they are qualified 
by background and training, must 
stop. The only reason, after all, that 
the people of America are the best 
insured people on earth is because 
of the excellence of the American 


Agency System. Therefore, we must 
all be most careful to build and not 
tear down the professional stand- 
ards of the agency system. 

The maintenance of an adequate, 
qualified agency force is a prerequi- 
site to the maintenance and growth 
of the institution of private insur- 
ance as we know it. The local agent 
is the most important bridge of 
understanding between the insur- 
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ance companies and the public. As 
our economic problems become 
more complex, the importance of 
qualified local agents increases. 

Education to develop qualified 
insurance personnel is another 
bridge of understanding which can 
and should be still further ad- 
vanced. The public should be in- 
cluded in this educational planning 
also. Perhaps a little more educa- 
tion of the public could establish a 
bridge of understanding and _ in- 
creased respect for our great indus- 
try which would more than offset 
the socialistic planning of some of 
our governments, state and Federal. 

Although I am unalterably op- 
posed to any and all attempts by 
the Federal government to interfere 
in our industry, because I believe 
our various states are doing an ex- 
cellent regulating job, I still believe 
that a more positive approach must 
be made by all industry elements to 
the problems of government. We 
have allowed our thinking and ac- 
tions to become too inflexible. Our 
approach in the past has been too 
often negative. We can adopt a 
positive realistic approach, and at 
the same time be more effective in 
keeping government out of the in- 
surance business. 

The surety section of our indus- 
try is to be commended for its con- 
structive effort to help solve the 
Federal government’s so-called em- 
ployee bonding problem. Although 
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the plan was finally shelved by a 
Senate committee, this company 
action was an excellent bit of public 
relations and has raised consider- 
ably, I think, the prestige of our 
entire industry in government eyes. 

The constructive, dignified, and 
successful approach of the NAIA to 
the problem of protecting the inde- 
pendent contractor status of the 
local property agent under the new 
Social Security Law is another ac- 
tion which I believe established a 
bridge of better understanding be- 
tween industry and government. 

I realize that this article has only 
scratched the surface of a discus- 
sion which could go on and on. But 
I have tried to give you a little of 
my philosophy, as president of one 
of the finest trade associations in 
America. 

We must never stop building 
bridges of understanding in all that 
we do. Our leaders must be leaders 
in fact. They must never make 
little plans. Our plans must be long- 
range and big. Our building mate- 
rials must consist of such things as 
courage, patience, determination, 
good faith, unselfishness and hard 
work. 

Each segment of our great indus- 
try must remember that although 
the future is full of challenges, yet 
by building real bridges of under- 
standing, not with lip service, but 
with all of our actions, we can go 
on to bigger and finer things. 





.. . AUTOMOBILE 


Perfect Excuses Department. In Pasa- 
dena, Calif., when a patrolman flagged 
down a motorist who was zig-zagging 
dangerously across the highway, the 
driver had a reassuring explanation. 
“Everything's all right, officer,” he 
said. “I was just shaving.” . . . In Little 
Rock, Ark., a man charged with driv- 
ing 70 miles an hour explained that 
he was just trying to frighten his wife 
out of her hiccups. . . . Hard to Please 
Some People. In Chicago, a man got a 
ticket for speeding, and 15 minutes 
later another ticket for the same offense. 
A few hours later, driving at about 
eight miles an hour, he got a third 
summons—this time for impeding traf- 
fic. Unsuccessful Attempts. In 
Buffalo, a man was arrested when he 
tried to drive away with a police car, 
unfortunately pushed the siren button 
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instead of the starter. . . . In Boston, a 
helpful citizen spotted a man with his 
head under the hood of a car. “Need 
any help?” the citizen asked. “Yep,” 
the man said. “Can’t get her started.” 
“Try these,” said the citizen, handing 
over the keys to his car. “They always 
work for me.” The helpful citizen, who 
was a police detective, then arrested 
the man for trying to steal his car. 


... BURGLARY AND THEFT 


Note-Writing Thieves. In Redding, 
Calif., a man found his store looted 
and a penciled note on the door: “Get 
a new lock, this one is too easy.” .. . 
In Elizabeth, N. J., safecrackers stole 
several hundred dollars, scrawled 
“Thanks a million” on the side of the 
mangled safe. . . . In San Jose, Costa 
Rica, thieves who broke into a chicken 
coop and stole all the hens, left a note 
tied to the rooster’s neck: “I was made 
a widower at two o'clock this morning.” 
... In Newark, N. J., burglars opened 
a safe, removed $500 and hung a wall 
motto on the broken safe door: 
“SMILE.” . . . Loot. Thieves worked 
industriously over the week-end, suc- 
ceeded in lugging a 200-lb. safe into 
a truck and hauled it away. Sole con- 
tents of the safe were two keys to the 
safe (Louisville, Ky.). 


. .. FIDELITY AND SURETY 


Salvage. An electrician treated his son 
and 89 other boys to chicken dinners 
in a restaurant, paid the bill with $20 
in cash and the worthless $120 check 
the restaurateur had given him in 1948 
in payment for some electrical work 
( Milwaukee, Wisc. ). 





Here’s how an agent turned a 
hostile prospect into a friendly 
policyholder in one easy les- 
son—with the helpful aid of the 
comprehensive personal liabil- 
ity policy 


The Biggest Ten Dollars’ Worth 


Ww" THE comprehensive per- 
sonal liability policy was first 
drawn up, most agents recognized 
the policy as one that would fill a 
long-sought need, and anticipated 
that the public would go hog-wild 
in purchasing it. At the same time, 
liability suffered a 
headache: whenever some new oc- 
currence arose that had not been 
anticipated, and they learned they 
were liable under the terms of the 
contract. For quite some time after 
the original policies were issued, 
company underwriters cautioned 
their advertising and agency de- 
partments to be careful of their 
regarding the broad 


underwriters 


statements 
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the insurance business as an agency fire 
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leading industrial life insurance company as 
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ers’ in 1946, subsequently became assistant 
superintendent of agencies before assum- 
ing his present duties. 
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coverage offered, because they 
feared the public might become so 
claim-minded that every neighbor- 
hood disagreement would become 
a claim. 

The underwriters’ fears were not 
realized, however—nor were the in- 
surance salesmen’s high hopes for 
a landslide of new business. The 
policy rocked along with average 
sales and loss results for quite some 
time. Then the advertising explo- 
sion of the century occurred. The 
Saturday Evening Post in 1947 
published an article by Hubbard 
Hoover entitled “When Will You 
Be Sued?” The article was quickly 
picked up and reprinted by various 
other magazines, including the 
Reader’s Digest; the companies pro- 
vided reprints in quantity to agents 
for distribution; and the orders 
poured in. In just about one year, 
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the policy jumped from a minor 
position in the public’s esteem to a 
very prominent one. Today, the 
comprehensive personal _ liability 
policy is considered a “must” cover- 
age by many thousands of insur- 
ance buyers. 

Although it may be considered a 
reflection on the sales ability of the 
agency system, nevertheless it is a 
fact that many more thousands of 
persons should own this contract. 

Some time ago I accompanied an 
agent on a visit to one of his clients. 
I was privileged to watch this ex- 
pert salesman use the comprehen- 
sive personal liability policy as a 
wedge to sell several other lines of 
insurance. This done under 
what I think you will agree were the 
worst circumstances possible. The 
purpose of our call was to deliver 
the renewal of a dwelling-fire pol- 
icy, the amount of which the agent 
believed was inadequate, and it 
was also his intention to explain to 
the insured various other policies of 
insurance which he believed his 
client needed and should buy. 


was 


THe ARGUMENT 


Almost from the moment that the 
agent stated the purpose of his call, 
it became apparent that the pros- 
pect, to put it mildly, disliked in- 
surance companies and, for that 
reason, purchased from them only 
those policies which he considered 
bare essentials. He gave quite a dis- 
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course on how he was convinced 
that insurance companies, by and 
large, took advantage of the public, 
with unfair and unjustified rates 
charged in order to guarantee out- 
rageously high profits, with little or 
no risk to themselves or their stock- 
holders. Because his statements, ob- 
viously, were based on _ hearsay, 
untruthful gossip, and ignorance of 
what expenses must be paid out of 
a premium dollar, butterflies began 
to flutter in my “breadbasket” and 
perspiration began to ooze out from 
my neckband, and I looked. with 
dismay at the calm exterior of our 
agent, who was listening to every 
word expounded with just as much 
attention as a sinner at a revival 
meeting. After what seemed like 
hours, but was actually only a few 
minutes, our prospect ran out of 
breath and ideas, and sat back with 
a look on his face that clearly said, 
“Well, I sure told these guys off, 
and that is a load off my chest.” 


THE REBUTTAL 


And then—and not until then— 
our agent started his rebuttal. His 
voice was so quiet at first that I 
wondered if he were going to try to 
correct the prospect’s erroneous im- 
pression, or would merely pick up 
his tailfeathers and run. His first sen- 
tence was: “You undoubtedly have 
good reason for ‘feeling as you do, 
Mr. Prospect. You, or someone near 
to you, has evidently had an unfor- 
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tunate experience, due probably to 
the ignorance or negligence of 
someone who handled your prob- 
lem and, to be perfectly honest 
with you, I will agree that you can 
probably get along without any of 
the insurance which I had intended 
to propose to you: this afternoon. 
However, since you feel as you do, 
there is still a very unselfish service 
which I can offer you. As a result of 
my years in the insurance business, 
and the vast amount of study and 
reading that I do in connection 
with it, I can post you on some of 
the precautions you might take to 
prevent losses occurring to you. For 
example, one policy which I had 
intended proposing to you is the 
comprehensive personal _ liability 
policy. Now, it should be fairly easy 
for you to safeguard yourself 
against the usual and unusual losses 
occurring under this policy, and 
keep the premium in your bank 
balance. Let’s see what might hap- 
pen. 

“You have a couple of youngsters 
of school age—and that reminds me 
of a recent experience of a friend 
of mine (also a client), in some- 
what the same circumstances as 
yourself, On returning home from 
the office one evening, he was 
greeted at the front door by his 
wife and nine-year-old boy, and 
both of them had grief written all 
over their faces. The boy, while on 
an errand for his mother, had rid- 
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den his bicycle into an elderly 
woman walking on the sidewalk. It 
had been necessary for her to be 
taken to the hospital in an ambu- 
lance. The victim’s daughter and 
son-in-law called at my client’s home 
and told his wife that the woman’s 
hip was broken. They warned her 
that she and her husband would 
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subsequently hear from their attor- 
ney. Unfortunately, the victim of 
the accident had a very sorry time 
of it. After several operations, she 
was finally allowed to go to a rest 
home, where she will live out her 
days as an almost total invalid. As 
you know, it is against the ordi- 
nances of this town-to ride bicycles 
on the sidewalk, and there was little 
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or no question about the moral lia- 
bility of my friend’s son. The court 
subsequently established the legal 
liability of my client, because the 
boy was acting as an agent of his 
father in doing the errand. 

“The judge was, I think, fair in 
his awarding the victim $8,500, 
even though this could have meant 
the loss to my friend of his home 
and his life savings, when coupled 
with the legal fees and other de- 
fense costs. However, fortunately 
for him he had one of these little 
policies which paid the entire cost. 


Tue Bic ‘Ir’ 


“The moral of my story, or my 
purpose in relating this particular 
case to you, Mr. Prospect, is this: 
You don’t need one of these policies 
as long as you don’t allow your chil- 
dren to use any bicycles, roller 
skates, carts, or anything else when 
they are on an errand, with which, 
unintentionally and _ accidentally, 
they might injure the person or 
property of others and cost you 
everything you have worked a life- 
time to acquire. Likewise, be very 
careful that you do not let them 
have any toy or plaything which, 
after it has caused damage or 
bodily injury, might be considered 
by a court of law to be a dangerous 
instrument.” 

Our prospect’s 
changed considerably—my _butter- 
flies had stopped their fluttering, 


demeanor had 
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and I sat back to enjoy watching 
and listening to a first-class insur- 
ance agent do a sales and public 
relations job superbly. Since the 
prospect had seemed to enjoy, or at 
least appreciate, this first admoni- 
tion and example, our agent de- 
cided to relate another. 

“That brings to mind another in- 
cident,” he said, “one that occurred 
locally a few years ago that you 
should know about. Over on the 
north side of town, you may have 
noticed the charred ruins of the old 
Wentworth residence. It was one of 
the nicer homes in town up to the 
time of the fire but, more to the 
point, the circumstances of the fire 
and the reasons for the home’s not 
being rebuilt should be interesting 
to you. George Wentworth, like so 
many other people, was satisfied 
with an amount of fire insurance on 
his property, which was far from 
adequate in the event of a total loss. 
However, knowing this, he took 
every precaution possible to pre- 
vent a fire from occurring on his 
property. He even went to the ex- 
treme of having his own fire alarm 
system installed, and furnished his 
house with home fire-fighting equip- 
ment. It seems a little ironic that 
after all these precautions he should 
lose his home as a result of negli- 
gence on the part of a neighbor, 
but that is exactly what happened. 

“His next-door neighbor, late one 
fall evening, decided to rake up 
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5 ae 


It might cost you everything... 


and burn the leaves in his own 
yard, and inadvertently left some 
of the leaves smoldering when he 
went into his house. A wind came 
up during the night, blew in the 
direction of Mr. Wentworth’s house 
and, because he and his family were 
away at the time, the fire gained 
such headway before it was discov- 
ered, that the Wentworths returned 
from an overnight visit to find only 


the ruins of what was formerly their 


home. 

“There is still another develop- 
ment in this case that should prove 
interesting to you. Mr. Wentworth 
sued his neighbor to recover on his 
loss because of negligence on the 
part of the neighbor, and in due 
course he obtained a substantial 
judgment against him. The neigh- 
bor, unfortunately for him and Mr. 
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Wentworth, did not have the re- 
sources to pay the judgment levied 
against him. After surrendering the 
interest he had in his home and the 
small amount of cash in his savings, 
he still fell far short of being able to 
pay for the damage he had caused. 
The last I knew of the case was 
that the Wentworths were living in 
their former neighbor’s home, and 
the neighbor was considering an 
appeal for petition in bankruptcy, 
which might enable him to discon- 
tinue the monthly payments he was 
making out of current income to the 
Wentworths. 


Just Be Sure 


“Now, Mr. Prospect, my object 
in telling you this story is not to 
point out that this little policy 
would have prevented all that grief 
that befell Mr. Wentworth and his 
neighbor, by providing prompt de- 
fense for the neighbor and, ulti- 
mately, payment to the Wentworths, 
but to emphasize that you should 
make certain neither you nor any 
one in your family accidentally 
causes damage of any kind to any 
kind of property belonging to 
others.” 

The prospect now had a distinctly 
worried look, but our agent con- 
tinued with yet another example, 
and with every appearance of still 
being heartily in accord with the 
prospect’s first argument that in- 
surance protection was unnecessary 
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and too expensive. He said, “This 
is not a case that occurred in my 
account—I read about it recently in 
one of the insurance magazines— 
but it is certainly one that could 
happen to almost anybody; in fact, 
it’s a fairly common occurrence. 

“A local handy man was hired by 
a home owner to take down the 
screens and put up the storm win- 
dows on his home, in preparation 
for the winter months. The home 
owner supplied the ladder for this 
work and, unknown to him, it had 
a defective rung. The handy man 
received a bad fall as a result of this 
defective ladder, and suffered a 
very severe back injury. The home 
owner never guessed that an acci- 
dent like this could cost him $3,680 
to have his screens and storm win- 
dows attended to. But this is actu- 
ally what it would have cost him 
personally if it had not been for the 
fact that he had this little policy, 
because this is the exact amount the 
insurance company paid in settle- 
ment of the case. 


Be Very CavuTious 


“Therefore, Mr. Prospect, you 
must be very cautious about enter- 
ing into agreements with others 
who do work for you, either at or 
away from your home. Likewise, 
your precautionary measures must 
extend to include bodily injury to 
others while they are visiting your 
home. Even though you may not 
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be legally liable for medical bills 


which become due as the result of 
injuries caused to others, occurring 
on your premises, you would prob- 
ably feel morally obligated to pay 
them. Incidentally, this attitude has 
become so prevalent that this little 
policy includes provision for pay- 
ment of reasonable medical bills 
which are incurred by any visitor to 
your home as the result of any acci- 
dent occurring there which was 
caused by any activity of your own 
or of any member of your family.” 


THE CLINCHER 


One glance at the prospect now 
would satisfy anyone that he was 
on the ropes, and our agent almost 
imperceptibly, changed the tone of 
his voice. “Well, Mr. Prospect,” he 
continued, “I don’t know about you, 
but you know, in talking to you, 
and outlining these examples that 
came to my mind, I find that I have 
convinced myself that I was wrong 
in agreeing with you that insurance 
was unnecessary in your particular 
case. I think, if I were you, I would 
be waking up in the middle of the 
night, worrying about what might 
happen next. I think my peace of 
mind, if nothing else, would be 
worth the expenditure in premiums 
that it would take to insure myself. 
So, to be honest with you, I think 
I will have to admit to myself, once 
again, that good insurance policies, 
in good insurance companies, sug- 
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gested by well-informed insurance 
agents, are sold at rock-bottom 
prices and are well worth the ex- 
penditure. Incidentally, you must 
be a little bit curious as to just how 
expensive this little policy would 
be, if it were written to cover all of 
those exposures I mentioned, and 
many, many more, for you and your 
family. If you think a minimum 
policy providing protection up to 
$10,000 would be sufficient, your 
annual premium would be a $10 
bill. If you prefer a three-year 
policy, your total three-year pre- 
mium would be $25. If you want 
the protection of a policy providing 
up to $25,000 for any liability 
levied against you or your family, 
the annual premium would be only 
$12, with a 16-2/3 percent discount 
if written for a three-year term. 

“If you agree, Mr. Prospect, that 
the circumstances in which some of 
those unfortunate found 
themselves could have been im- 
proved had they had one of these 
little policies, then I think you will 
agree, too, that such misfortunes 
could possibly happen to you, and 
that when and if they do, or even 
if they never happen to you, you 
will be grateful for having this pro- 
tection. Which amount would you 
prefer to have included in your 
policy, Mr. Prospect? The minimum 
$10,000 or the $25,000?” 

As best I can recall it, that, in 
essence, was the sales presentation 


persons 
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—given under the worst of circum- 
stances. The result? Not just an 
order for a comprehensive personal 
liability policy (which, incidentally, 
was finally written for $50,000 
limits), but the prospect finally 
purchased—and I mean purchased, 
was not sold—a complete program 
of adequate personal insurance of 
which he is very proud. He is now 
one of the most loyal and loudest 
praisers of all our agent’s clientele. 


January 


I think this story is worth any 
agent’s attention for two reasons. 
In the first place, it demonstrates 
that the comprehensive personal 
liability policy is a wonderful con- 
tract, and one that everybody should 
own. In the second place, it shows 
what can be accomplished if we in 
the insurance fraternity will seize 
upon every opportunity to improve 
the industry’s public relations by ex- 
plaining the benefits of our product. 


Special Announcement 


GAIN this year the March issue of THe CASUALTY AND SURETY 
JouRNAL will be devoted entirely to fidelity insurance and 


suretyship. 


Last year we received many requests for additional copies 
and were sorry not to be able to fill them all. We therefore 
request that persons wishing additional copies of the March 1951 
issue notify us in advance of publication. Requests should be 
received on or before February 16. Address: CASUALTY AND 
SurETY JouRNAL, 60 John Street, New York 7, N. Y. 








COLLISION WITH BUS. It’s impossible to tell 
where car leaves off and bus begins after this pulveriz- 
ing collision. All four occupants of the sedan—two 
girls and their escorts—-were killed in the crash. The 
driver of the bus and all passengers escaped injury. 


A North 


THE NEWS 


COLLISION WITH TRUCK, Car below is 


IN PICTURES 


COLLISION WITH TREE. Four young men, 
ranging in age from 19 to 23, were killed, and a fifth 
was critically injured, when their car crashed into 
a tree with such force that the front end was com- 
pletely telescoped. 


South Y 


COLLISION WITH MULE. This mule broke away from 


sm hered in bags of chicken feed, after a its owner on a heavily traveled highway and was hit by 
driverless trailer-truck collided with it. Driver the automobile with such force that it was hurled onto 
of car was badly i and a pedestrian, the roof of the car, killed instantly, A passenger suffered 


hit by flying bags, suffered two broken legs. 


head cuts, the car about $500 in damage. 








STATE 


California 


Colorade 


Florida nt 


Hawaii 


ANALYSIS OF 


Requires: 
security (S); 
proof (P) 


S only 


From 
driver (D); 
owner (O) 

of car 

involved 


D (v) 





S only 


D&O 








S&P 
S only 


D 
D&O 





Idaho 
Ilinois 
Indiana 
lowa 
Kentucky 
Maine 
Maryland 
Michigan 
Minnesota 
Nebraska 
Nevada 
New Hamp. 
lew York 


o Dakota 


ashington 


S only 
S only 


S&P (a) 


D&O 
D&O 
D&O (b) 


$50 Notice 
i $50 Verif.* 
$50 Notice 





S only 


D&O 








S only 
“S&P 
“$ only 

S & P (d) 


F S only 


D&O 

D&O 
‘D&O 

D&O 


D&O 





S only 

S$ only 
:7) 

S&P 

S only 

S only () 

S only 

S only 

S & P (i) 

S only 

S only (p) 

S only 


D&O 
D&O 
D&O 


D&O 


D&O 


D&O 


D&O 


D&O 


D 

D 
DorO 
D&O 


AUTOMOBILE FINANCIAL 


(Compiled September, 1950, by the Law 
INSURANCE IN EFFECT 


Unadmitted in- 
surer accept- 
able for out- 
of-state car? 

(*-Must author- 
ize service of 

process) 


Notice or 
verification 
required 
2 insurer? 
sep (* - Only if 
policy not 
in effect) 


Minimum 
property 
damage 


tion 


report? 


Verif.* Yes* 
Yes* 
Yes* 
Yes* 
Yes* 
Yes* 

No prov. 
Yes* 
Yes* 

Notice No 

Yes* 

Yes* 

Yes* 

Yes* 

Yes* 


$50 Notice No 


$50 Notice 
$50 Notice 


Notice 


$50 Notice 
$50 Notice 


$50 Notice 
a No 
$50 Verif.* 
$50 Notice 
$100 Verif. 


$50 Verif.* Yes 
ee | Notice 
Verif.* 
Verif.* 


$100 

$100 (n) 
$100 

$50 Notice 
No min. Notice 
$50 (c) Notice 
$200 Verif.* 
$50 Notice 


EXPLANATORY NOTE: These provisions are appli- 
eable to accidents within the state causing bodily 
injury, and (except for Michigan) to accidents caus- 
ing property damage in excess of the specified 
minimum. Nonresidents as well as residents are sub- 
ject to the law. 


a—Requirement of proof discretionary. 
b—Discretionary as to owner. 


e—Where property damage is less than $300, secur- 
ity net required in behalf of nonresident excep! 
on request. 


d—Law not applicable to property damage. 
not required if claims settled or security 
BEFORE suspension. 

e——Commissioner may stay suspension for not 
ceeding four months in case of hardship or 
as to lability. 

f—Proof not required from non-operating owner 
retain driving license. 

e—Person whose proof furnished by employer. 

h—Requirement of proof terminable after lapse 
one year without suit or settlement or 
exoneration; otherwise proof to be 
indefinitely. 





LAWS REQUIRING SECURITY FOR PAST ACCIDENT 


f the Association of Casualty & Surety Companies) 





ICENSES AFFECTED EXEMPTIONS 


| TERMINATION OF REQUIREMENTS 





1. Insurance in effect; 2. 
Parked car; 3. Car stopped, 
standing or parked; 4. Op- 
eration without permission; 
5. Certain motor carriers; 
6. Certain publicly owned 
vehicles; 7. Self-insurers 


All 
registrations 





of 
driver 
who was 


Requirement of security 





Unusual 
How long | provisions! 
proof 


required 


Lapse of 
time 
without 


Release 
or 
agree- 





not the 


owner From security | From proof 





ment suit 








1,2,6,7(r) Not req. 





Not req. 
1,6,7 


1,4,6,7 
1,6,7 





Not req. (v) (w) 





Not req. 





I yr. 








1,2.45,6,7 | Notreq. 


Not req. 








1,2,4,6,7 Not req. 


Not req. 








1,3,4,5,6,7 _Not req. 
1,5,7 


1,3,4,5,6,7 








Not req. 





I yr. (a) 
Not req. 














1,2,4,6,7 





1,4,5,6,7 1,4,5,6,7 


Not req. 
Indef. 














1,2,4,7 Not req. 


Not req. 











1,2,6,7 42,67 


3 yrs. (d) 











1,3,4,6,7(r) Not req. 


Not req. 











Not req. 





1,2,4,6,7 


1,2,4,6,7 Not req. 


Not req. 











Not req. 














1,46 4,6(f) 


Indef. 














1,4,5,6,7(g) 1,4,5,6,7 








1,3,4,6,7 Not req. 





(h) (m) (s) 





Not req. (e) 








1,2,4,5,6,7 
1,2,4,6,7 
1,4,5,6,7 

\ 
1,2,4,5,6,7(9) 





Not req. 








Not req. 
1 

















Not req. 


Not req.(t) 


Not req.(t) | (t) (n) 








Not req. 
Not req. 


(k) 
(i) 
(c) 





3 yrs. 





Not req. 














1,2,4,7(q) Not req. 


(p) (@) - 


Not req. 








1,2,4,5,6,7 Not req. 





Not req. 



































Yes 1,2,4,5,6,7 Not req. 








Not req. 





i— Security required only if operator is convicted 
as a result of accident. 

j——In case of undue hardship Commissioner may 
dispense with release. 

k—Claimant must submit affidavit re amount of 
damages. 

——— limits and maximum security—5/10 
and 5. 

u——Accident report to be accompanied by repair 
man’s estimate. 

ee ey to personal injury only if serious 

by a doctor. 

IR wees ded oy. to person whe was unable to pro- 
cure insurance because of race or color. 





r—Person who has received payment for his dam- 
ages. 

s—Act also applies upon suspension in another state 
or province. 

t—In hardship cases court may modify extent of 
compliance with security requirement, and in 
that event proof is required. 

uIf insurer of any operator settles, all operaters 
deemed released. 

v—Owner subject to law if employer of driver. In 
that event registrations of employer suspended. 
and law not applicable to driver. 

w-——Privilege to drive as chauffeur in course of em: 
ployment not suspended 





TIGHT SQUE The car above ran into the rear of a SAD ENDING. Two elderly men apparently 
large trailer tr hit it so hard that half of the car is returning from a fishing trip, but unidentified 
jammed under the trailer. One of the car’s occupants was at time this picture was taken, were burned 
killed in the crash, and the driver and three other persons to death when car burst into flames after 
were critically injured. colliding with train at a grade crossing. 


A East 


THE. ‘NEWS Ih IN P PICTURES. 


ae meen a een cA cee 


West | 


NEAR MISS. The two occupants of the car MUL TIPLE CRASH. Two persons were killed, and three 
below, although seriously injured, were lucky injured in this crash involving five cars and two trucks, some 
to be alive after this head-on smashup. The of which are shown below. The trucks sideswiped each other. 
car is almost unrecognizable, and the bus careened off in opposite directions and were hit by two cars. 
is badly damaged. Three other cars smashed into the wreckage. 








Large forgery losses are by no 
means confined to banks and 
other financial institutions. In 
this article the author explains 
why many individuals and 
firms need the protection of a 
depositors forgery bond 


The Depositors Forgery Bond 


OST OF THE forgery contracts 
M available are primarily in- 
tended for financial institutions, 
such as banks, building and loan 
associations, stock brokers, and so 
on. However, non-financial enter- 
prises, too, may be highly vulner- 
able to losses from forgery and allied 
hazards, and therefore constitute an 
important market for agents. The 
most widely known and most com- 
mon forgery coverage for these 
non-financial enterprises is the de- 
positors forgery bond. 

It is easier to remember those 
institutions that are not eligible for 
the depositors forgery bond than to 


The author—Mr. Rehm is superintendent of 
blanket and forgery bonds and the compre- 
hensive 3-D policy for the Royal Indemnity 
Co., Globe Indemnity Co. and Newark Insur- 
ance Co. of the Royal-Liverpool Group. On 
graduation from college, Mr. Rehm joined 
the Fidelity & Casualty Co. as fidelity exam- 
iner, later became bankers blanket bond 
underwriter. In 1941 he joined the Royal 
Indemnity Co.’s metropolitan office, and the 
following year assumed his present position 
in the home office. 
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By JOSEPH M. REHM 


try to determine those that are. In 
general, any person, firm or corpo- 
ration is eligible except commercial 
banks, savings banks, trust com- 
panies, savings and loan associa- 
tions, building and loan associations 
and Morris Plan banks. 
Coverage 

Indemnity is granted to the insured 
against loss from forgery or altera- 
tion of, on or in any check, draft, 
promisory note, bill of exchange, or 
similar written promise, or order or 
direction to pay a sum certain in 
money which is made or drawn by, 
or drawn upon, the insured; or 
made or drawn by one acting as 
agent of the insured, or purporting 
to have been so made or drawn. 

Coverage is also given for three 
additional hazards, even though 
such incidents may not be forgeries 
(and therefore ordinarily not cov- 
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ered) under the law of the state in 

which the incident occurs. These 

are: 

(a) Any check or draft made 

or drawn in the name of 
the insured payable to a 
fictitious payee and en- 
dorsed in the name of 
such fictitious payee. 
Any check or draft pro- 
cured in a face-to-face 
transaction with the in- 
sured, or with one acting 
as agent of the insured by 
anyone impersonating an- 
other, and made or drawn 
payable to the one so im- 
personated and endorsed 
by anyone other than the 
one so impersonated. 
Any payroll check, payroll 
draft or payroll order 


made or drawn by the in- 
sured, payable. to bearer 


as well as to a named 

payee, and endorsed by 

anyone other than the 

named payee without au- 

thority from such payee. . 
The above three types of checks 
in general are treated as bearer 
instruments in the majority of the 
states, and therefore a depositors 
forgery contract, unless amended 
by such broadened coverage, would 
not provide indemnity to an in- 
sured. This will be explained more 

fully further on in this discussion. 
Mechanically reproduced  fac- 
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simile signatures are treated the 
same as handwritten signatures. 


RESTORED TO FULL PENALTY 


The depositors forgery bond is 
restored to its full penalty after a 
loss has been paid. This makes it 
available for any other losses dis- 
covered later, whether the actual 
occurrence of these other losses was 
prior to, or subsequent to, a previ- 
ous loss. There is no charge made 
for restoring the bond to its full 
penalty after a loss has been paid. 
However, this restoration does have 
an important limitation which must 
be kept in mind. If there is a series 
of forgeries or alterations committed 
by one person, or in which such 
person is concerned or implicated, 
the liability of the underwriter is 
limited to the penalty of the bond, 
applicable to the office to which 
such loss or losses are allocated. 

For example, assume that the in- 
sured has a $10,000 bond, and that 
the same forger passes a series of 
20 thousand-dollar checks. The 
total liability of the underwriter 
would be $10,000 (amount of 
bond) and not the total of the 
checks ($20,000). On the other 
hand, if 20 different. forgers, not 
operating in any communal plan, 
each passed a_ thousand-dollar 
check, the assured would be reim- 
bursed for the entire loss of $20,- 
000, as this would be treated as 20 
separate losses of $1,000, and the 
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bond would restore itself to its full 
penalty after each loss. 

The bond also indemnifies any 
bank or banks in which the insured 
carries a checking or savings ac- 
count, against losses sustained 
through forgery or alteration of, on 
or in any of the instruments pre- 
viously listed. This prevents serious 
disputes between the depositor and 
his bank, possibly entailing a costly 
legal suit, in which the depositor 
might not only suffer a loss of the 
amount of the check or checks in 
question, but also be forced to pay 
considerable legal fees and court 
costs. It also eliminates “freezing” 
the amount of the check while in 
litigation. Furthermore, this protec- 


tion given to the depositor’s bank 


enables the insured to maintain 
friendly relations with the bank, as 
more than the amount of the check 
in question may be involved. Quite 
often the insured depends on the 
bank for loans and may have a con- 
siderable loan balance. Any enmity 
aroused between the bank and the 
insured could have a serious effect 
on the insured’s credit standing. 

Branch offices of the insured, if 
any, may be covered in the same 
amount as the principal office, or in 
a lesser amount, but no branch may 
be covered for a greater sum than 
the principal office. 

Another fine feature of this con- 
tract is that it is possible to include 
the coverage on the personal check- 
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ing accounts of the officers of a 
corporation, or of members of a 
firm, if the insured is a partnership. 
The charge for personal accounts 
and for branch offices is very rea- 
sonable. 

In the event the insured or one 
of its banks refuses to pay a claim, 
as neither may feel liable, and if 








Joseph M. Rehm 


the underwriter gives its written 
consent, the underwriter will pay 
the court costs and attorneys’ fees 
and similar expenses incurred in 
defending this suit. This payment 
shall be in addition to the penalty 
of the bond. A condition of this pro- 
vision is that the loss is one in- 
demnifiable under the depositors 
forgery bond. 
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A mistaken belief by the average 
layman is that a bank is always 
liable if there is a forgery or altera- 
tion of his checking account. While 
it is true that the general rule of 
forgery holds a bank liable for pay- 
ing out depositors’ funds on forged 
or altered checks, there are many 
variations of this rule which ab- 
solve the bank from liability. A 
few examples of the law on this 
point will show how this is so. 

The negotiable instruments law 
defines the legal status of the in- 
struments mentioned in a depositors 
forgery bond, and although it was 
intended that this law should be 
uniform throughout the 
actually it hasn’t worked out in the 


states, 


manner planned. The reason for 
this is that the courts in individual 


states have adopted their own in- 


terpretations of the various sections 
this connection a 
sagacious remarked, 
“Where lightning will strike, when 
a mule will kick and what a court 
will decide are three things that no 
living man can foretell.” 


of the law. In 


author once 


Due CARE AND DILIGENCE 


A bank must use due care and 
diligence in paying out a depositor’s 
fund. Very often this is a question 
of fact, and no rigid rule can be 
applied, since the degree of bank 
diligence has varied by state inter- 
pretation. A depositor must also be 
diligent in reviewing his returned 
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checks and examining his bank 
statements, and he must give timely 
notice to the bank of any errors 
noticed in the statement. A deposi- 
tor is not excused by the fact that 
he entrusted that duty to a dis- 
honest employee. The 
would have been chargeable with 


depositor 


the negligence or failure of an hon- 
est clerk in the examination of the 
accounts, and he is equally charge- 
able for the default of an employee 
who has proved dishonest, so far as 
the examination would have dis- 
closed the facts. A depositor may 
have a good bookkeeper or auditor 
who reviews returned checks and 
monthly statements from the bank, 
but no matter how careful or capa- 
ble the bookkeeper or auditor may 
be, there is always the possibility 
that a “good” forgery might slip by 
and be undiscovered for a long 
period of time. 


TIMELY NOTICE 


This brings us to another aspect 
of the case. In general a depositor, 
as outlined before, must give “time- 
ly” notice to the bank of any errors 
or irregularities found in the re- 
turned checks or in the monthly 
statement, but by statute specific 
periods of time have been set in the 
various states. For example, in New 
York the depositor must discover 
the forgery within a one-year period 
of time after his vouchers have 
been returned to him. This may 
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There is always the possibility of its dishonest use 


seem like a long period of time, but 
actually many cases of forgery, par- 
ticularly by employees, have not 
been discovered for many years. In 
some states the statutory period of 
time is less than one year. 

A mere verification of the balance 
shown on the financial statement 
is not enough, and the depositor 
should examine the entire account 
and compare the cancelled vouch- 


ers with those on record. In case of 
any discrepancy, he must give 
timely notice to the bank of any 
errors or irregularities so as to pre- 
vent the repetition of a forgery. 
The courts have been quite lenient 
with banks in cases where there is 
a continuing series of forgeries 
throughout various months. In 
many cases they have absolved the 
bank from liability for all forgeries 
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which have occurred a reasonable 
time after the first month’s state- 
ment (in which the original forgery 
or forgeries were committed) was 
returned to the depositor. 

The drawer of a check may be 
liable when he draws the instru- 
ment in such an incomplete state 
as to facilitate or invite fraudulent 
alterations. An example of this 
is where a depositor was a meat 
dealer who regularly bought from 
Cudahy, Swift and other well- 


known meat packers. A dishonest 
employee periodically made out 
checks with the name Swift or 
Cudahy listed on the line for the 
insertion of the payee’s name, and 
then presented these checks to an 
officer authorized to sign the checks. 


The officer signed the checks, and 
after that was done, the dishonest 
employee inserted the initial “C” in 
front of the word Swift or Cudahy. 
This made the check payable to 
C. Swift or C. Cudahy and then the 
employee cashed the checks and 
converted the money to his own 
use. The court held that this was 
negligence on the part of the de- 
positor, and the bank would have 
been absolved of liability due to 
the depositor’s negligence in failing 
to exercise the usual care and pre- 
cautions in drawing a check. How- 
ever, in this instance there was a 
mitigating factor (a bank employee 
was involved), so that the bank’s 
negligence outweighed the negli- 
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gence of the depositor. The prin- 
ciple pointed out is clear, however, 
that a drawer must exercise care 
and precaution in drawing a check 
or a note payable to a bank so as 
not to facilitate an alteration or for- 
gery thereon. A failure to do this is 
negligence, and would estop the 
depositor from disputing the au- 
thority of the bank to pay the de- 
positor’s funds. 

The negotiable instruments law 
states that an instrument is payable 
to bearer when: 

(1) it is expressed to be so 

payable; 

(2) it is payable to a person 

named therein or bearer; 
it is payable to the order 
of a fictitious or non-exist- 
ent person and such fact 
was known to the person 
making it so payable; or 
the name of the payee 
does not purport to be the 
name of any person; 

the only or last endorse- 
ment is an endorsement 
in blank. 

We don’t have too much trouble 
with (1), (2) and (5), although 
(4) sometimes causes much con- 
fusion. Number 3, however, creates 
many a sorry legal mess. 

The reason for the problem is 
that if a check is a bearer instru- 
ment it can be negotiated by trans- 
fer and an endorsement is not nec- 
essary. Therefore, there can be no 





1951 


forgery and a bank is not liable to 
its depositor for a forgery of the 
payee’s endorsement. 


Prion FORGERY 


Another situation in which a bank 
is absolved in the event of a forgery 
is where there has been a prior 
forgery, known to the depositor but 
not reported to the bank. When, for 
example, a husband discovered that 
his wife had forged some checks, 
and admonished her but did not 
advise the bank (she had promised 
to refrain from this practice), the 
bank was held not liable for sub- 
sequent checks forged by the in- 
corrigible wife. 

In some states if a depositor signs 
a check in blank and it is stolen, 
filled in and cashed, the bank is not 
liable. This is not an uncommon 
occurrence. Many times a person 
authorized to sign checks intends 
to be away from the office for some 
time and knows that certain bills 
must be paid. He may leave a 
signed blank check or checks to 
meet these obligations, with instruc- 
tions to his subordinate to complete 
the balance of the check when, as 
and if needed. 

Occasionally a depositor is per- 
suaded to deliver a check in favor 
of someone not present to a person 
who represents himself to be the 
intended payee. The weight of au- 
thority in this instance absolves the 
bank for money so paid out. The 
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theory behind it seems to be that 
the drawer was the real victim of 
the swindle and that the bank 
should not be liable for the fraud 
actually perpetrated on the deposi- 
tor. 

The rule regarding checks drawn 
to fictitious payees is probably more 
confusing than any other rule per- 
taining to this subject matter. Actu- 
ally there are many variations, but 
roughly speaking, the numerous de- 
cisions on this point can be broken 
down to two very general rules. 
One is called the Illinois rule, while 
the other has not been given any 
specific title. Some of the states 
follow the Illinois rule; others fol- 
low the second general interpreta- 
tion. 

It should be noted that 
(3) above, a check is payable to 
the bearer when it is payable to the 
order of a fictitious or non-existent 
person and such fact was known to 
the person making it so payable. 
Both of these general rules do hold 
that a check is payable to a bearer 
when payable to the order of a fic- 
titious or non-existent person, and 
such fact was known to the person 
making it so payable. Under this 
interpretation an endorsement is 
not needed, and any endorsement 
made would not be considered a 
forgery. This relieves the bank from 
liability to the depositor. 

The Illinois rule differs in that it 
carries this theory further, and 


under 
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holds that even where a dishonest 
employee procures his employer's 
signature upon a check payable to 
a fictitious payee, the check is pay- 
able to bearer and requires no en- 
dorsement regardless of the knowl- 
edge or intention of the person who 
actually signed the check. This, of 
course, also absolves the bank from 
liability. 

The determination of liability for 
checks drawn to fictitious payees is 
exceedingly important when we 
consider that two of the most fa- 
mous cases in the past 10 years in 
which very large dishonesty losses 
were discovered were created in 
this fashion, namely, the Mergen- 
thaler Linotype case (employee 
“Nichols”) and the W. T. Knott 
Company (employee “Wilby”). It 
is quite a common method used by 
dishonest The _ total 
amount of checks in these two cases 
was in excess of $1,000,000. 

Sales resistance to this coverage 
usually centers around two points: 
First, the insured feels that his 
bank is always liable; and second, 
he will tell you that he has a check 
writing machine. 

It is hoped that the various ex- 
amples given previously emphasize 
clearly that a depositor’s bank is 
not always liable to the depositor 
in the event of a forgery to his 
checking account. In fact, the bank 
is absolved in so many cases that it 
is hardly exact to say that the bank 


employees. 
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is even generally liable. 

To the best of my knowledge no 
check-writing machine can com- 
pletely eliminate the forger, and 
while it is a deterrent, it does not 
provide complete protection by any 
stretch of the imagination. Capable 
forgers can alter a check even when 
it is printed or perforated by a 
machine and, in addition, there is 
the possibility of an employee dis- 
honestly using the machine. 


NECESSARY PRECAUTIONS 


A depositor can protect himself 
by taking the necessary precautions 
of properly reviewing his return 
vouchers and statements; by being 
careful in the preparation of 
checks; by giving timely notice of 
any irregularity; by screening his 
personnel carefully to eliminate as 
many undesirables as possible; by 
properly supervising the employ- 
ees; by being wary of outsiders, 
particularly in matters of checks; 
by treating blank checks as more 
than mere pieces of paper and tak- 
ing every possible precaution to 
prevent anyone from obtaining 
them so as to facilitate a forgery. 
Despite all this he is still vulner- 
able to forgery in many ways, and 
the only way he can protect him- 
self properly is to buy fidelity in- 
surance and also to carry adequate 
depositors forgery insurance. 

The depositors forgery bond, in 
addition to providing the forgery 
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safeguard from the outsider, pro- 
vides additional fidelity insurance 
at a very low rate. Of course, the 
dishonesty insurance given by the 
depositors forgery bond is limited 
to acts of dishonesty which neces- 
sarily fall within the hazards in- 
sured against under the bond. Ex- 
perience has shown, however, that 
many dishonest employees swindle 


ae 























THE DEPOSITORS 





FORGERY BOND 43 


their employers by means of for- 
gery. 

The rating of these bonds is sim- 
ple; no elaborate applications or 
fancy forms are required; and the 
premium charge is very low. This 
is a really needed protection, a 
good entrée to other lines, and it 
deserves the serious attention of 
agents. 


“Sorry, Janie—but I'll have to break our date. 
Mom won't let me out of the house today!” 





Court 


Decisions 


L 
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Liability of Storekeeper—A woman en- 
tered a department store through a 
set of transparent glass doors. As she 
walked across the foyer toward the 
center of the store she collided with a 
second set of transparent doors which 
she apparently did not see. In her suit 
against the store to recover for the re- 
sulting injuries, the trial court directed 
a verdict for the store, but the appel- 
late court reversed the judgment, hold- 
ing that a question was raised as to 
whether or not the store had exercised 
reasonable care to warn incoming cus- 
tomers of the existence of the second 
set of transparent doors and as to 
whether or not the lighting conditions 
were proper. (Dilione v. Vogel’s De- 
partment Store, Inc. (New Jersey 1949) 
64 A. 2d 628.) 


? : LA 


Liability of Landlord and Tenant—A 
man, desiring to attend a performance 
at a theatre, parked his car in the 
theatre parking lot. As he started 
walking along one of the lot’s passage- 
ways toward the theatre, he stepped 
into a snow-filled hole and fractured 
his leg. The lot had been leased to the 


Ad 


theatre by the owner, an ice company, 
which occupied one of the buildings 
on the lot. The injured man sued both 
the ice company and the theatre and 
the jury returned a verdict against both 
defendants in the sum of $5,018.26. 
The judgment was affirmed on appeal. 
(Siegel v. Detroit City Ice & Fuel Co. 
(Michigan 1949) 36 N.W. 2d 719.) 
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Liability of Bowling Alley Operator— 
As a woman bowler was moving down 
the runway of an alley to deliver her 
ball, her left foot suddenly caught on 
something, causing her to spin around 
and fall. She sustained serious injury 
to her left leg and hip, as a result of 
which she had to undergo three major 
operations and was left with a 60% 
permanent disability. Claiming that 
the accident was caused by defective 
boards in the runway, she brought suit 
for damages against the bowling alley 
operator and recovered a judgment for 
$20,000 on the jury’s verdict in that 
amount, The appellate court held that 
the verdict was not excessive and af- 
firmed the judgment. (Spote v. Aliota 
(Wisconsin 1949) 87 N.W. 2d 81.) 





Breaking Into 


VERY SUCCESSFUL producer 

knows the value of good pub- 
licity, and the importance of in- 
itiating and maintaining good rela- 
tions with the local press has been 
stressed many times by writers for 
THE JouRNAL and other insurance 
publications. To a considerable de- 
gree, good press relations is a mat- 
ter of individual judgment. Never- 
theless, there are a few general 
principles and techniques which 
should be known and practised, 
and it is the purpose of this article 
to discuss some of these and offer 
a few specific suggestions on the 
type of material local newspapers 
might be interested in publishing. 


Undoubtedly, most agents have 


The author—Mr. Cullen is supervisor of the 
news bureau of the Aetna Life Affiliated Cos. 
A former reporter on the Hartford Courant, 
Mr. Cullen joined the Aetna organization in 
January, 1939, as editor of the Aetna-izer. 
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in 1942, and in 1949 became superintendent 
of the companies’ public education depart- 
ment. 


Here are some constructive 
suggestions for agents in build- 
ing up a sustained press re- 
lations program, and some 
useful do’s and don’‘ts in deal- 
ing with the local press 


Print 
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already used some of these and 
other ideas to gain newspaper men- 
tion in their communities. Cer- 
tainly, however, they realize that 
“breaking into print” must be a 
continuing process. It is hoped 
that the suggestions offered here 
will encourage agents to give 
further thought to their press rela- 
tions programs and to put them on 
a sustained basis. 

Why is press relations important 
to a local insurance salesman? The 
answer lies in the fact that if you 
are well and favorably known in 
your community, you will find it 
easier to sell insurance 

Put yourself in the shoes of a 
prospective client. You are sitting 
in your office and two insurance 
salesmen call on you, one after 
another, The two men are equally 
personable, and both seem to know 
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their business. 

However, that is where the sim- 
ilarity ceases. The first man is a 
complete unknown to you—you 
have not met him, neither have you 
heard of him. On the other hand, 
you have heard of the second man, 
though you have never met him. 
You have read his name frequently 
in your local newspaper. By repu- 
tation know that he is in- 
terested in the welfare of the com- 


you 


munity, that he is a leader in his 
own business, that he has given 
generously of his time to various 
loss prevention and other public 


service activities. 


A Basic PATTERN 


It seems obvious which of the 
two insurance salesmen will get 
your business. And, in making your 
choice, you are following a basic 
human pattern: most people prefer 
the known to the unknown. 

Great corporations realize this. 
They spend hundreds of thousands, 
even millions, of dollars a year to 
make themselves better known, and 
to keep their names before the 
public in a favorable light. Candi- 
dates for political office know the 
importance of “selling” themselves 
to the public through the mediurh 
of press and radio. 

Public acceptance alone will not 
make for success—but it will help 
a great deal. 

A constructive program of press 
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relations is a tool which will help 
you to sell more insurance—but it 
is a far different thing from adver- 
tising. 

When you advertise, the news- 
paper sells a certain amount of 
space to you and, within certain 
understandable limits, you can say 
anything you please in the space 
you have purchased. Advertising 
can thus be used for direct sales 
messages; and, since you are pay- 
ing for the space, you have absolute 
control of the wording. 

On the other hand, with pub- 
licity, you provide the items to the 
newspaper in the belief that the 
newspaper will be interested in 
running them as news without 
charge. But the decision as to 
whether or not the items are news 
is the responsibility of the editor, 
and his judgment should not be 
questioned, In fact, the surest way 
to get off on the wrong foot with 
your local newspaper is to call up 
and protest because some material 
you submitted has not appeared, or 
because some changes have been 
made in your original wording. 

NEWSPAPER STYLE 

Newspaper writing has a style 
of its own and you would be wise 
to expect your wording to be 
changed somewhat. A protest based 
on author’s pride, alone, will only 
make for ill will. On the other 
hand, if your material has been 
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changed and an error has been 
made, you will find your newspa- 
per most cooperative about printing 
a correction. 

Publicity is not, and never can 
be, a substitute for advertising. 
You will do well to consider adver- 
tising a necessary business expense 
and to allocate a reasonable sum for 
this purpose. It is a serious mistake 
to think that you can use the news 
columns of a paper for a message 
that should be told through adver- 
tising—but it is an equally serious 
mistake to neglect the legitimate 
opportunities for publicity which 
you have, opportunities in connec- 
tion with both your business and 
your outside activities. 

Wuat Is News? 

What will make your newspaper 
want to publish the publicity items 
you send in? Briefly, these items 
must be news. They must con- 
cern happenings, or even opinions, 
which an editor thinks will be of 
interest to his readers. 

To an editor, there is no news 
in the fact that you believe that 
the average man ought to carry ac- 
cident insurance, or that every 
driver ought to be protected by 
automobile liability insurance. Hun- 
dreds of thousands of other insur- 
ance agents throughout the coun- 
try believe the same thing, and the 
place to tell that story is through 
advertising. 
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But there is news for an editor 
in the fact that you, one individual 
insurance salesman, have been 


elected president of your local safe- 
ty council or local association of 
fire and casualty agents. 

While it is possible, in a general 
way, to hint at the difference be- 
tween sales promotion and news, 


Paul B. Cullen 


no ironclad definitions can be laid 
down which will hold in every case. 

For one newspaper 
may consider it that you 
have moved your office and now 
have larger, more modern quarters. 
Another newspaper reason 
that this information is of interest 
only to your clients and prospec- 
tive clients and is, therefore, sales 


example, 
news 


may 
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promotional. On this reasoning, 
they would tell you that you should 
advertise, not hope for an an- 
nouncement in the news columns. 

From the start, you should recog- 
nize that no two newspapers apply 
exactly the same standards of news 


judgment. In general, newspapers 
have personalities which differ as 
widely as the personalities of in- 
dividuals. What is acceptable to 
one paper as news, may not be ac- 
ceptable to another paper, even 
though that second paper is located 
in the same town. 

Since this is true, it is obvious 
that not all of the publicity sug- 
gestions to be made later in this 
article will be applicable to every 
newspaper—but some of them will 
be usable in every newspaper! Get 
to know your local newspaper and 
the standards by which it judges 
the news value of items submitted 
to it. 

TIMING THE STORY 

Timeliness is of critical impor- 
tance in dealing with newspapers. 
News must be printed with an ab- 
solute minimum of delay and when 
a story “breaks” dangerously near 
a newspaper deadline, it is not un- 
common to see a copy boy or an 
assistant editor hovering over a 
reporter and snatching copy from 
his typewriter as each paragraph is 
completed. Thus, before the re- 
porter has finished writing the 
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story, the first few paragraphs have 
been edited, headlined, sent to 
the composing room and set in 
type. Minutes are really precious; 
and, in metropolitan areas, some 
papers take extreme pride in beat- 
ing their competitors on an impor- 
tant story by a mere 30 minutes or 
less. 

This fact is stressed, not because 
the news which you will probably 
be offering to the paper will be of 
“stop-press” importance, but be- 
cause it does illustrate the im- 
portance that newspapers attach to 
timeliness. 

You should, therefore, take ex- 
treme care to see that news items 
get to your local paper just as 
promptly as possible. Let us take 
a couple of specific examples: 

Suppose you live in a town 
which has a daily morning paper. 
One evening, a group of which you 
are a member holds its annual 
meeting and you are elected an 
officer. You should arrange for the 
paper to be notified immediately 
after the election. If you, or the 
publicity chairman, wait until the 
following morning, that will mean 
that the paper will be 24 hours late 
with the news. In other words, an 
account of a Wednesday night 
meeting will be in the paper Fri- 
day morning, instead of Thursday 
morning. 

Similarly, you should notify an 
afternoon paper of news on the day 
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Famous for 
PRESCRIPTIONS. 


Corporations spend millions to keep their names before the public 


“dead- 


that the event happens. An elec- 
tion, or an account of a speech, 
following a luncheon meeting, 
should be in the paper that same 
afternoon, not the next day. 

With a weekly newspaper, the 
problem is not as pressing as with 
a daily paper, but every attempt 
should be made to notify the edi- 
tor of news just as soon as possible 
so that he can avoid a last-minute 


rush as he comes near his 
line.” 

Many times you can help both 
daily and weekly newspapermen by 
giving them advance copies of 
speeches you plan to deliver. They 
will respect and keep your confi- 
dence. Furthermore, by having a 
copy of a fire prevention talk you 
are giving at a noon meeting of the 
Lions Club, they can write a bet- 
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ter story than if they had to rush 
to get the story of your speech into 
the paper within an hour or so 
after you had delivered it. 

If you will avoid all unnecessary 
delays, and if you will do every- 
thing you can to help the newspa- 
permen in your community to meet 
their deadlines, they will appre- 
ciate your consideration—and will 
feel favorably disposed toward 
you. 

One further thought: From time 
to time, you may bump into items 
of news in your community which 
have nothing to do with you, or 
with your business. If you do not 
hear of these items in confidence, 
and if their publication would hurt 
no one, call your local newspaper 
and tell the editor about them. 
You know how much you appre- 
ciate getting a lead on a new pros- 
pect. Newspapermen appreciate 
getting a lead on a story in much 
the same way—and there is cer- 
tainly no quicker method of ce- 
menting good relations with an edi- 
tor than this. 


A CONSTRUCTIVE PROGRAM 


Here are a few suggestions to 
the insurance salesman who asks: 
“How can I build a constructive 
press relations program for myself 
in my own community?” 

As pointed out earlier, the 
chances are that not all of these 
suggestions will apply in every 
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community—but many of them will, 
and these, coupled with your own 
ideas, will furnish the nucleus of a 
helpful press relations program for 
you. 

Your newspaper will probably be 
interested in the following: 
Personal Stories. Your election to 
office in a church, service, fraternal] 
or insurance group is news, and 
your local paper will be glad to 
publish it. Similarly, your appoint- 
ment as an official or to a commit- 
tee in Red Cross or Community 
Chest work, the infantile paralysis 
drive or your local chamber of com- 
merce is newsworthy. 

Business Stories. If you should add 
a new partner to your business, or 
if you move to new and larger 
quarters, your newspaper will usu- 
ally be interested. 

Speeches. Any speeches you de 
liver as a result of your business 
or your outside interests will be of 
interest to your local newspaper. 
If you are going to make a speech 
before a gathering in your com- 
munity, send an item to your news- 
paper well in advance of the day of 
the speech, giving all the relevant 
information—where and when you 
are going to speak, before what 
group, on what subject, etc. The 
newspaper will then run an ad- 
vance story giving all this informa- 
tion. After you have given the 
speech, the newspaper will want 
to report that fact, too. The paper 
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may simply say that you spoke on 
such and such a topic, or, if your 
speech is sufficiently interesting 
and newsworthy, it may want to 
report what you had to say. Wher- 
ever possible, it is advisable to turn 
over to the paper a manuscript of 
your speech well in advance of the 
time that you deliver it. The news- 
paper may, or may not, be able to 
send a reporter to cover your 
speech, but if you have sent a man- 
uscript to the newspaper office be- 
fore you give the speech, you have 
increased the chances of a digest of 
your talk being printed. 

Rulings Affecting Insurance. From 
time to time, developments occur 
in the insurance business which are 
of sufficiently broad public interest 
to change the category of a story 
which should be told by advertis- 
ing into the classification of a news 
story. Certain major developments 
in the insurance business—for ex- 
ample, permission to write the ex- 
tended coverage endorsement; the 
introduction of comprehensive lia- 
bility insurance and improvements 
in insurance rates, sometimes offer 
opportunities to agents to submit 
stories to their local papers which 
describe these developments and 
work the agent’s name into the ex- 
planation. Larger papers, of course, 
usually cover the office of the 
state insurance commissioner rather 
thoroughly and would write their 
own insurance news stories. On the 


BREAKING INTO PRINT 51 


other hand, a smaller newspaper 
might be disposed to print your 
explanation of, or your comments 
on, newsworthy insurance develop- 
ments. 

Miscellaneous State Laws Affecting 
Insurance. Similarly if your state 
passes a law which has important 
insurance connections of general 
interest, your local newspaper might 
well print an interview with you 
explaining this law. 

Unusual Insurance Written. Occa- 
sionally, the actual writing of in- 
surance protection is news in it- 
self. If, for example, you write a 
contract bond on a large construc- 
tion project in your vicinity, your 
local newspaper may be interested 
in running an item on that fact. 
Claim Service. As a local insur- 
ance salesman, you should always 
be on the lookout for news stories 
which illustrate the speed and the 
fairness with which the companies 
you represent pay all just claims. 
For example, suppose one of the 
business establishments in your 
community has been looted by 
criminals and that the case is much 
in the public eye. If the check in 
payment for this loss is being 
turned over to the policyholder 
very soon after the loss occurred, 
notify your local newspaper of this 
fact, and point out that the check 
will be delivered by you and by 
the company adjuster. You might 
arrange to have the paper take a 
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photograph of you and the adjuster 
delivering the check to your pol- 
icyholder. 

Loss Prevention and Conservation 
Work. This is probably the surest 
fire public and press relations pro- 
gram that a local insurance sales- 
man can undertake. Bring yourself 
into the limelight through sincere 
efforts to reduce fires and accidents 
in your community. Make the widest 
possible use of the various educa- 
tional materials — safety booklets, 
films and posters — available to you 
from your own companies, from the 
accident prevention department of 
the Association of Casualty and 
Surety Companies, from the Nation- 
al Association of Insurance Agents, 
the National Board of Fire Under- 
writers and many other sources. 
One of our agents did just this, and 
as a result he became so widely 
known for his safety activities that 
he was appointed chairman of his 
town’s safety commission. Speeches 
and articles on safety and fire pre- 
vention subjects, and the providing 
of motion pictures to local groups 
make news, and the best possible 
news, for a local agent who seeks 
to make himself more widely and 
favorably known. 


es 


January 


Application of the press and 
public relations principles outlined 
here will take time, thought and 
energy—but it is well worth while. 

Through your general press work, 
you will be letting more and more 
people know who you are and 
what your business is. 


Goop Pusiic RELATIONS 


Through your loss prevention 
work, you will be publicly linking 
your name with a good cause and, 
since bread thrown on the waters 
has a way of returning, you will 
find that the time you unselfishly 
put into loss prevention work will 
be more than made up by the in- 
creased prestige and the increased 
business which will come your way 
as more and more residents of your 
community come to realize that 
you have their best interests at 
heart and that you are doing your 
utmost to make your town a safer 
and a happier place in which to 
live and work. 

Doing a good job and letting 
people know what you are doing is 
the essence of good public rela- 
tions, and good public relations is 
always good business! 
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“Well, for once everything balances. 
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“When I hired you, I told you I didn’t want an office boy who would loaf 
on the job!” 


53 





Look to the 


Ww" | RETURNED from the 
meeting of the National As- 
sociation of Insurance Agents sev- 
eral months ago, I had many 
things to think about. The one 
thing that impressed me most, 
however, was this—running all 
through the many subjects dis- 
cussed and presented at that splen- 
did meeting in Chicago was one 
compelling factor, the crying need 
for greater cohesion among the 
proponents of our private enter- 
prise system of economy in pro- 
moting that system against all 
others. 

The tremendous influence of the 
“grass roots” of this country’s peo- 


The author—Mr. Berkeley is president of 


Cleveland Insurance Agency, Inc. He began 
his insurance career in 1909, in the N. Y. 
Casualty Office of the Fidelity and Deposit 
Co. of Maryland, subsequently was advanced 
to a co-managership of that office. In 1912 
he joined with the Cleveland firm of Owen, 
Crowell & Co., predecessors of Cleveland 
Insurance Agency, Inc., and became presi- 
dent of the latter in 1936. 


The influence of the ‘grass 
roots’ is tremendous and pro- 
vides the local agent with a 
fine opportunity to make 
known the true facts about 
our important branch of the 
private enterprise system 


Grass Roots! 
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ple cannot be over-emphasized, for 
it is all-important, and the local 
agent is the personification of what 
is meant by “grass roots.” He lives 
and works in the neighborhood of 
his fellow citizens who encounter 
the same daily problems. He meets 
in all social activities—in his church 
or synagogue, in his club, in his 
trade group, in his union local and 
his local newspaper—the same kind 
of fellow man, trying to do the 
best job he can for himself, his 
church and his state. His sons and 
daughters will surely want to carry 
on this struggle to erect a better 
society, based upon an ever sound- 
er economy. His home is still his 
castle—his birthright. 

Of late years our government 
has tended to swing toward a so- 
cialistic approach to the solution 
of every problem, and the grass 
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roots people are not always very 
articulate in expressing themselves, 
especially on subjects about which 
they have little specialized training 
or experience. 


NEIGHBORS AND FRIENDS 


This is where the local insur- 
ance producer comes in, for he 
visits the grass roots people most 
frequently. This is also where the 
insurance adjuster should help. 
This is where the insurance com- 
panies should inaugurate and con- 
stantly reiterate the basic concepts 
of thrift and saving. The banker 
who loans money to the automobile 
purchaser, or for a home mortgage 
or business enterprise—he, too, exists 
for service to his depositors and his 
borrowers. The physician who 
tends him skillfully and the law- 
yer who deals with his legal prob- 
lems are present. All these, and 
many others, are neighbors and 
friends of the local agent — they 
know him by his first name, they 
have confidence in his integrity, 
they respect his hard work and 
admire his technical knowledge. 
Who better than these people can 
do the footwork and achieve the 
results of maintaining our private 
enterprise system? 

Most of our opposition comes 
from the dreamers, the idealists, 
the Fabian socialists, who mistak- 
enly seek to hurry the process of 
leveling out the hills and valleys 
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of the economic system so that all 
may be “secure,” and are willing 
to risk destroying all the gains of 
past generations which have strug- 
gled so mightily to attain the pres- 
ent level. These dreamers are easy 
dupes of the unscrupulous politico 
who desires to get into office or 
stay there by hook or crook, and 


E. B. Berkeley 


they have not been given the grace 
to see that their own class must 
eventually succumb to the Frank- 
ensteins which they themselves 
have created. However, here again 
the “grass roots” are still impor- 
tant, for their constituents have the 
final say as to whether the politi- 
cian remains in or out of office. 
Now, all of this means little or 
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nothing unless we convert words 
into action. 


ORGANIZE AND SERVE 


First, let’s organize and then 
serve. By which is meant, create 
or organize a local board of 
other self-respecting, hard-working 
agents, so that we may do a bet- 
ter job for the public. There are 
about 900 local boards in the coun- 
try, and these boards can police 
the activities of their members so 
that all will live by a suitable code 
of ethics such as has been estab- 
lished by the National Association 
of Insurance Agents. 

Next, these boards can do col- 
lectively things that are in the pub- 
lic interest, and which cannot be 
done single-handed by the indi- 
vidual local agent. For instance, 
in one locality the local agents’ as- 
sociation is conducting an exten- 
sive school safety program through 
its public relations committee. This 
agent-sponsored program is con- 
ducted in 46 grade schools, the as- 
sociation supplying all of the equip- 
ment and printed material used and 
working in close cooperation with 
school authorities and police traffic 
officials. This group also sponsors 
a driver training course in six high 
schools, furnishing textbooks and 
driver-testing devices. This is only 
one phase of a multiple field of op- 
portunities for placing before our 
fellow citizens a concrete, down-to- 
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earth, practical demonstration of 
the benefits of the private enter- 
prise approach through coopera- 
tive action in promoting the public 
welfare. Community fire inspec- 
tions may be conducted—organized 
and staffed by trained engineers 
from among local agents’ own ranks 
or those in the employ of the com- 
panies represented by the local 
agents, Speakers from our own 
group, or from fieldmen’s clubs, 
can be utilized to put over pub- 
lic improvements affecting the fire 
protection, highway and _ school 
safety requirements of modern, ev- 
eryday life in the small as well as 
the large community. 

In Delaware County, Ohio, nine 
agencies which are members of a 
board in a county of less than 40,- 
000 population have done a re- 
markable job of grass roots public 
relations for the insurance indus- 
try. In addition to many of the ac- 
tivities listed above, the Delaware 
Association has periodic clinics 
with the county bar association 
and with the law enforcement offi- 
cials of the county. The Delaware 
Association takes colored motion 
pictures of every activity in which 
it engages —the town inspection, 
the highway safety block which is 
a part of its annual safety day, its 
fire prevention activities and its 
annual banquet at which every es- 
say contest winner in the county, 
the pupils’ teacher and the super- 
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intendent of schools are guests of 
the Association. The Delaware 
County Association of Insurance 
Agents is regarded by the com- 
munity as the leading civic organi- 
zation, Right under the shadow of 
the broadcasting towers of the 
Ohio Farm Bureau radio station, 
the Delaware Association uses that 
radio facility to mold public opin- 
ion for stock insurance.. Even the 
Columbus Dispatch, a metropoli- 
tan newspaper 30 miles away, car- 
ries feature articles telling about 
the activities of the Delaware 
Board. Local newspapers regular- 
ly confer with the Delaware Asso- 
ciation before printing an article 
affecting the insurance business. 
The Delaware Association adver- 
tises the insurance business in a 
consistent daily newspaper group 
program. 


OPPORTUNITIES AWAIT 


Opportunities await us for de- 
veloping more local boards and in- 
creasing the effectiveness of those 
that are now in existence. In Ohio’s 
88 counties, there are some 60 lo- 
cal boards now in existence. Among 
the more than 8,000 counties in 
the United States, the National As- 
sociation of Insurance Agents re- 
ports something less than 900 local 
boards. Does this not present an 
opportunity for developing real 
grass roots strength? 

Agents certainly should organize 
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educational programs for their 
own members’ benefit, but even 
more so for the benefit of their fel- 
low citizens. Here in Cleveland we 
have a Financial Institutions Com- 
mittee which works on specific 
problems that are brought to light 
when new covers and new forms 
aftecting mortagee and trustee ob- 
ligatic.ss of such institutions require 
full understanding. 

Finally, after so organizing and 
serving, we local agents must jus- 
tify the confidence such activities 
will inevitably cause to be be- 
stowed by our communities upon 
the private enterprise system of in- 
surance, Such justification falls in- 
to the day-by-day contacts of local 
producer and client as naturally as 
anything possibly could. Confi- 
dence and respect must be con- 
tinually re-earned in the minds of 
all. They are never static, and the 
job is never done. It must be sup- 
ported by all segments of our own 
industry, and by every other type 
of private enterprise. This means 
that we must not only do our own 
job, but help the other fellow to 
do his as well. This is the most 
practical way to show our appre- 
ciation of his help, and it begets 
like treatment. 

The companies also have an im- 
portant interest in this matter. It 
does not end with good relations 
with their fellow companies in 
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trade associations, or with their 
individual agents; it extends right 
on through to the end result de- 
sired—in claim handling, and every 
contact their representatives make 
with either the public, the agency 
and production forces, or the su- 
pervisory officials, and it requires 
organized effort at the local level 
as well as cooperation. We all have 
the same stake in preserving the 
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llow citizens who have the same problems 


private enterprise insurance system 
—agent and company officer alike. 

An outstanding illustration of 
the potency of the everyday con- 
tacts of insurance people with their 
customers is found in the general 
public attitude on social security, 
for in this field, while Congress re- 
cently broadened the law to grant 
larger benefits and included 10,- 
000,000 persons not heretofore 
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covered, nevertheless the great 
concern today is whether or not, 
having done so, the debasement 
of the dollar factor is or is not go- 
ing to take away all that has been 
gained. The buying power of hon- 
est money is meaningless if the 
government, by manipulation of 
the currency, renders the recipient 
of social security benefits the ulti- 
mate disservice of finding himself 
at 65 helpless and dependent. This 
possibility and even probability, it 


present trends continue, is begin- 
ning to be recognized by the prom- 
isees. If this humanitarian and be- 
nevolent objective breeds doubt 
and uncertainty, the day of the 
power-mad promiser is beginning 


to wane. The insurance producers’ 
job is to warn their neighbors and 
friends that inflation of any 
is a danger: signal. Already infla- 
tion has effected a 
about one half in the social secu 
rity benefits originally promised, 
insofar as their purchasing power 
is concerned. 

The recent increase in benefits 
had to be effected if the more than 
$24,000,000,000 collected and 
paid out in old age benefits, doles 
and similar disbursements since 
1935 were to represent more than 
a pittance. This becomes obvious 
when we remember that the new 
average monthly remittance of $46 
will buy less food, less shelter and 
less clothing than the original $26 


sort 


reduction of 
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did within the recent memory of 
most of us. 

Our job has every appearance of 
being colossal, and with the cer- 
tainty of at least another 15 years 
of war preparation and military 
spending at the present level or a 
higher one, we will have more 
rather inflation. The 
weak and lazy among us may “let 
George do it,” but the agents and 
producers have learned that if we 
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organize our forces properly, al- 
most any job can be done. The 
truth of this is illustrated by re- 
marks recently made by Governor 
Paul A. Dever, of Massachusetts, as 
quoted in the Journal of Com- 
merce last August 15: 


“It is no secret that the insur- 
ance lobby* is a peculiarly effec- 
tive one in this State,” said the 
Governor. “I do not mean to infer 
that it is corrupt, but it has tre- 
mendous influence which springs 
from the very grass roots. Thou- 
sands of men and women work 
for the companies, and they are 
loyal to their employers. When 
they receive the false word that 
their jobs are jeopardized they go 
to their representative and sena- 
tors. .. . Sometimes they succeed 
in convincing a loyal legislative 


*Tue Journat does not accept Governor Dever’s 
statement that there is an “‘insurance lobby.”’ As 
permitted by the Constitution of the United States 
and state laws, the business presents its opinions 
to legislative bodies through proper committees 
when matters affecting insurance subjects are un- 
der consideration. We do not consider this “‘lob- 
bying’’ within the commonly accepted meaning 
of that word. In accurately quoting Governor 
Dever, therefore, we do not accept his statements 
as our own.—Ed. 
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supporter of labor that this is one 
case where he should vote con- 
trary to the wishes of labor’s 
spokesmen. 

“This year . . . a distinguished 
churchman and student of social 
questions came from Washington. 
. . . He expressed warm support 
of the principle of cash sickness 
benefit legislation but vigorously 
opposed having it based on a 
State fund. He asserted that pri- 
vate insurers should be tried until 
they are found wanting. 

“Now, the question I put to 

you for your consideration is this: 
Shall organized labor support the 
principle of cash sickness only if 
it is financed by a State fund 
when that feature almost certainly 
will result in the defeat of the 
legislation?” 
Of course the Governor was 
mistaken in using the adjective 
“false” to define the “word” he 
says insurance companies give 
their employees and _representa- 
tives as to the jeopardy of their 
jobs if a proposal for monopolistic 
state fund insurance should be en- 
acted into law. We have had a lit- 
tle bit of experience in Ohio, for 
instance, with a monopolistic work- 
men’s compensation state fund. His 
statement would hardly go down 
as correct with respect to employ- 
ees and representatives of insur- 
ance companies who operated in 
the workmen’s compensation field 
in Ohio prior to enactment of our 
monopolistic Act. 

Perhaps we will be able eventu- 
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ally to persuade the union people 
that a monopolistic type tempo- 
rary disability law is not actually 
in their own interest, by pointing 
out that the result to their adher- 
ents in Ohio under a monopolistic 
type of workmen’s compensation 
law has been an accident frequen- 
cy and fatality rate approximately 
two-and-one-quarter to two-and- 
one-third times greater per billion 
dollars of payroll than in four 
states where the competitive sys- 
tem permits private carriers to op- 
erate. 


HANDMAID OF COMMERCE 


Whether or not we succeed in 
doing so, it would seem that a non- 
contributory system, by which each 
employer is taxed an additional 
minimum of $30 to $40 per year 
per employee to meet the cost of 
a temporary disability law, is likely 
to receive very serious considera- 
tion by all legislators charged with 
the duty of operating the state of 
Ohio upon a sound fiscal basis. 
Meanwhile, our state enjoys a tax 
benefit of 2% percent of approx- 
imately $120,000,000 in annual 
premiums under all types of acci- 
dent and health business written 
in the state. I regard these pro- 
posed monopolistic state fund tem- 
porary disability laws as the latest 
threat to the private enterprise sys- 
tem as a whole; not merely to the 
insurance industry alone, because, 
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after all, insurance is the hand- 
maid of commerce. 

Surely we have a magnificent 
opportunity in this business to 
serve our fellow citizens, our coun- 
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try, ourselves, our companies and 
our clients, by making known the 
true facts about our important 
branch of the private enterprise 
system. 




















“Maybe I'd be a better driver if you showed more confidence in me!” 
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